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August 20, 2003 
 
 
The Honorable Board of Supervisors 
County of Los Angeles        
383 Kenneth Hahn Hall of Administration 
500 West Temple Street        
Los Angeles, CA 90012 
 
Dear Supervisors: 
 

CONSENT TO ASSIGNMENT OF PARTNERSHIP INTEREST IN MARINA PACIFIC 
ASSOCIATES, L.P.; APPROVAL OF REVISIONS TO THE PROPOSED AMENDED AND 

RESTATED LEASE; AUTHORIZATION OF EXERCISE OF OPTION AS TO REVISED 
AMENDED AND RESTATED LEASE; AND APPROVAL OF AGREEMENT REGARDING 

ENCUMBRANCE OF LEASEHOLD ESTATE (PARCELS 111T / 112T - MARINA HARBOR 
APARTMENTS AND ANCHORAGE) - MARINA DEL REY 

(4TH DISTRICT) 
 (4 VOTES) 

 
IT IS RECOMMENDED THAT YOUR BOARD: 
 

1. Find that the proposed Assignment of Partnership Interest, the Revisions to the 
proposed Amended and Restated Lease, and the Agreement Regarding 
Encumbrance of Leasehold Estate are categorically exempt under the California 
Environmental Quality Act pursuant to class 1(r) and 4(j) of the County’s 
Environmental Document Reporting Procedures and Guidelines. 

 
2. Approve and authorize the Chair of the Board to sign three copies of the Consent of 

County of Los Angeles to Assignment of Partnership Interest  (Consent) in Marina 
Pacific Associates, L.P. from the existing general partners, CMR, Inc. and the 
Epstein Family Trust, to Marina GP, LLC as sole succeeding general partner.  

 
3. Approve and authorize the Chair to execute three copies of the Agreement 

Regarding Encumbrance of Leasehold Estate (Encumbrance Agreement). 
 

4. Approve Revisions (Revisions) to the proposed Amended and Restated Lease 
Agreement (Restated Lease) to modify provisions relating to lender protection 
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issues, lender cure of lease defaults, and leasehold operation and transfer after 
foreclosure. 

 
5. Authorize exercise of the Option To Amend Lease Agreements (Option) based upon 

the Restated Lease with the Revisions, and authorize the Chair to execute the 
Restated Lease upon presentation by the Director. 

 
PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION 
 
On April 16, 2002, your Board approved the Option and prospective execution of the Restated 
Lease granting the lessee, Marina Pacific Associates, L.P. (“MPA”), a California limited 
partnership, a 39-year lease extension upon appropriate exercise of the Option for Parcels 
111T and 112T to facilitate construction of 120 new apartments and phased renovation of 846 
existing apartment units, construction of a new marina and a waterfront promenade, and other 
improvements (complete exterior and interior common area renovation and new building 
exterior facades, etc.).  At that time, your Board approved the form and content of the Restated 
Lease that would be used upon MPA’s exercise of the Option. MPA has now received all 
necessary entitlements and permits to begin construction and has negotiated financing for the 
project preparatory to the exercise of its Option for lease extension. 
 
Reorganization of MPA 
 
In order to facilitate its project financing and in anticipation of its exercise of the Option, MPA 
now seeks to restructure its organization by assignment of its existing general partner interests 
to a single newly constituted general partner.  Specifically, MPA wishes to assign the general 
partner interests in MPA held by co-general partners CMR, Inc. and the Epstein Family Trust to 
Marina GP, LLC, a Delaware limited liability company (“MGP”) as succeeding sole general 
partner.  Accordingly, MPA is requesting the County’s execution of the attached Consent  
(Exhibit 1).  Although limited partnership interests in MPA are also being assigned concurrently, 
such actions do not require the County’s consent under the existing lease. 
 
The Department is requesting that your execution of the Consent be conditioned upon delivery 
by MPA and other appropriate parties of the attached executed Assignment of Partnership 
Interest in MPA and Acceptance of Assignment of Partnership Interest (Exhibit 2). A diagram 
has been attached that delineates the current structure of MPA (Exhibit 3) and a separate 
diagram has been attached that delineates the proposed resulting structure of MPA after the 
requested transfers of general partnership interest to MGP (Exhibit 4). 
 
Marina del Rey leases provide that the County’s consent is required for the proposed 
assignment of general partnership interests and that such consent may not be unreasonably 
withheld. Department policy provides that the County’s approval or denial of any assignment 
will be based on one or more of the following: a) the financial condition of the assignee; b) the 
price to be paid for the leasehold as it relates to the improvements or potential development 
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thereon; and c) the management of the leasehold by the new lessee being in the best interest 
of the total Marina project. 
 
Our review has found: 1) a reorganization of the general partnership interests in MPA is 
necessary to facilitate new financing and the resulting leasehold entity will emerge in 
appropriate financial condition to operate the leasehold and perform the construction and 
renovation obligations under the current and, later, the Restated Lease should the Option be 
exercised, such that the County’s ongoing interests will be protected; 2) the proposed 
assignment does not involve a sale of the leasehold, but rather an internal reorganization of the 
lessee entity and there is, therefore, no price component involved in the proposed assignment; 
and 3) the leasehold will continue to be managed by the current managers, Marina Pacific 
Associates and E.S. Ring Management, who have been managing both parcels since January 
30, 1978. 
 
Revisions to Proposed Restated Lease 
 
In connection with its proposed financing of the project, MPA has requested approval of certain 
revisions to the proposed Restated Lease, which you previously approved when you authorized 
entering into the Option on April 16, 2002.  The revisions to the proposed Restated Lease have 
been requested primarily by the proposed construction lender in order to clarify, and in some 
cases enhance, the protections afforded an approved encumbrance holder under the lease.  
Some of the provisions do result in provision of longer cure periods and the cut-off of some 
monetary obligations on behalf of the lender, although these obligations remain with relation to 
the lessee.  These revisions were negotiated by the department and our outside legal counsel 
and have been determined to be both appropriate in order to allow the lessee to obtain 
construction financing and within the range of acceptable provisions contained in modern 
complex leases as relating to the rights and protections of encumbrance holders.  The 
proposed revisions are intended to: a) clarify and modify the obligations of a resultant holder of 
title to the leasehold in the event of foreclosure or bankruptcy; b) clarify certain definitions and 
the applicability of lease provisions with respect to lessees and with respect to encumbrance 
holders and their successors in the leasehold during and after events of default; and c) provide 
more detailed description and modification of lenders/encumbrance holders’ rights and 
responsibilities with regard to curing events of default.  
 
A copy of the Restated Lease, marked to show all proposed revisions, is attached as Exhibit 5. 
The Revisions to the Restated Lease fall into three general categories as follows: 
 

1. Revisions relating to the rights of encumbrance holders under the Restated Lease. 
 

These Revisions are intended to define the rights and obligations of encumbrance holders 
and successor lessees in the event of default, foreclosure or bankruptcy and include 
expanded definitions to enumerate and clarify the parties and interests involved in financing 
events relating to the lease.  
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These revisions include, for example, provisions which recognize the rights of foreclosing 
lenders under the lease and allow expanded time to cure lease defaults so long as the 
foreclosing lender is making commercially reasonable and diligent efforts to effect such 
cures, as well as limit a foreclosing lender’s obligation for interest accrual on obligations 
occurring more than three years prior to its assumption of title, although these obligations 
remain with relation to the lessee. 
 
2. Revisions relating to the rights of lenders to cure lease defaults and assume lessee 

obligations so as to prevent reversion of the lease term.   
 
An additional series of modifications to Section 12 of the Restated Lease is intended to 
allow sufficient time for a foreclosing lender and its subsequent transferee to cure lease 
defaults and prevent reversion of the lease to its original term so long as payment of 
leasehold obligations and diligent pursuit of completion of construction and renovation are 
proceeding by encumbrance holders and their transferees.   
 
These Revisions also provide that a foreclosing lender may be entitled to a new lease, with 
the same lease term and subject to the same terms and conditions as the Restated Lease, 
in the event the lease is terminated by reason of bankruptcy, assignment for the benefit of 
creditors or similar proceedings or events beyond the reasonable ability of an encumbrance 
holder to control, provided the encumbrance holder cures under the new lease any of the 
pre-existing monetary defaults under the Restated Lease and commences and diligently 
pursues cure of non-monetary defaults (including construction of improvements) to 
completion. 
 
3. Revisions that clarify definitions and the application of certain lease provisions and 

obligations as to the lessee and also as to succeeding lessees acquiring title by way of 
foreclosure.   

 
These Revisions include a number of general technical changes and refinement of   
definitions and standards for County approvals during the course of the term of the 
Restated Lease. The Revisions treat such matters as the application of County discretion in 
approving lease assignments, imposition of interim new percentage rent categories for new 
leasehold activities, partial year interest payments and the like. These Revisions also 
include provisions to define the value base to be utilized in determining the County’s share 
of net transfer proceeds in the case of transfer of the leasehold by the original lessee under 
the Restated Lease.  

 
Encumbrance Agreement 
 
Due to the complexity of the proposed loan structure required in order to provide financing for 
the new project construction (a second trust deed is being added to the existing financing that, 
in itself, has been “securitized” by sale into an existing mortgage pool), there is a necessity to 
both define the priorities among lenders in the event of a foreclosure, bankruptcy or other like 
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event and to record public notice of such financing and priority so that lenders may act to 
protect their position. This is accomplished by the Encumbrance Agreement, attached as 
Exhibit 6, which also sets forth the current state of lessee’s compliance with its County lease 
payment and maintenance obligations, as well as identifies the foreclosing lender who will have 
rights to succeed to the County lease and thus assume the obligation to cure lease defaults in 
the event of foreclosure or bankruptcy.  
 
The proposed Encumbrance Agreement is a document  is to be recorded upon exercise of the 
Option and approval and funding of project financing that defines La Salle National Bank 
Association (La Salle) and General Electric Capital Corporation (GE) as approved  
“Encumbrance Holders” under the lease (subject to County’s approval of the requested 
financing documents, amendments to the Restated Lease and assignment of leasehold 
interests).  As between the parties to the Encumbrance Agreement only – MGP, the County, 
and the current and proposed lenders, La Salle and GE - the agreement also contains 
provisions that replace and supercede Section 12.7 of the Restated Lease in the case of 
bankruptcy, assignment for the benefit of creditors or similar instance beyond the reasonable 
ability of the encumbrance holders to cure. This provision parallels the applicable Revisions to 
the Restated Lease referenced earlier in this Board letter, but adds the proviso that if lease 
termination occurs due to lessee bankruptcy or assignment for the benefit of creditors or similar 
provision during the time the proposed GE loan is outstanding (whether or not the La Salle loan 
is then outstanding), the “new lease” to be provided by County to encumbrance holder(s) shall 
be with GE as successor lessee, provided GE cures all monetary defaults and agrees to 
commence cure of non-monetary defaults and diligently pursues such cure(s) to completion.  In 
such instance, GE is also deemed to automatically assume all lessee obligations to La Salle 
under the La Salle loan to lessee. If the GE loan is not outstanding at the time of any such 
above referenced lease termination, then La Salle becomes the designated new lessee under 
the provisions of Section 12.7.  
 
Implementation of Strategic Plan Goals 
 
These recommendations are consistent with the County’s Strategic Plan Goal of Service 
Excellence, in that while maintaining appropriate management of the leasehold and appropriate 
protection of County interests, they allow the transfer of the ownership interests and will 
facilitate financing and construction of new improvements and renovation to the leasehold. 
 
FISCAL IMPACT/FINANCING 
 
There is no current financial impact to the County as a result of the assignment, Encumbrance 
Agreement or Revisions.  While certain provisions do result in longer cure periods and the cut-
off of some monetary obligations on behalf of a foreclosing lender, those obligations remain 
with relation to the lessee.  Facilitation of the exercise of the Option and financing of the project 
by virtue of approval of the assignment, Encumbrance Agreement and Revisions to the 
Restated Lease will produce two categories of benefit to the County upon exercise of the 
Option: 1) an extension fee of $3,250,000 and 2) rent increases due to the construction of 120 
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new apartments and renovation of 846 existing apartments and associated further leasehold 
improvements. 
 
FACTS AND PROVISIONS/LEGAL REQUIREMENTS 
 
The County and lessee have been operating under the original Lease No. 7073, dated June 28, 
1963, as amended, for Parcel 111T and Lease No. 14910, dated June 10, 1969, as amended, 
for Parcel 112T.  The parcels are currently improved with 846 apartments and 590 boat slips.  
With redevelopment that will be enabled by the assignment, Encumbrance Agreement and 
Revisions, there will be an additional 120 new apartments, replacement of all docks and slips 
with 319 new concrete docks and slips, renovation of all existing 846 apartments and of all 
exterior facades, landscape and hardscape, and development of a full waterfront promenade 
and a waterfront viewing park.  
 
The Small Craft Harbor Commission is scheduled to consider the assignment, Revisions and 
Encumbrance Agreement at its meeting of August 27, 2003.  We will advise your Board of the 
Commission’s recommendations prior to your consideration of this matter. 
 
The Revisions, Encumbrance Agreement and Consent have been approved as to form by 
County Counsel.  The Restated Lease is authorized by Government Code sections 25536 and 
25907. 
 
ENVIRONMENTAL DOCUMENTATION 
 
Approval of the assignment of general partnership interests, the proposed Revisions to the 
Restated Lease and the Encumbrance Agreement are categorically exempt under the 
California Environmental Quality Act pursuant to class 1(r) and 4(j) of the County’s 
Environmental Document Reporting Procedures and Guidelines.  The County, acting through 
the Regional Planning Commission, has previously approved a mitigated negative declaration 
for the proposed landside and waterside redevelopment/replacement contemplated to be 
performed under the Restated Lease.   Your Board also previously found that the execution of 
the Restated Lease and the renovation of the existing apartment units, building facades and 
interior common areas also contemplated by the Restated Lease was categorically exempt 
under class 1(r) of the County’s Environmental Document Reporting Procedures and 
Guidelines. 
 
IMPACT ON CURRENT SERVICES (OR PROJECTS) 
 
There is no impact on other current services or projects. 
 
CONCLUSION 
 
Please have the chair of the Board sign three copies each of the Consent to Assignment of 
Partnership Interest and three copies of the Encumbrance Agreement and instruct the 
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Executive Officer to acknowledge the Chair’s signature on the attached copies and send two 
copies of each to the Department of Beaches and Harbors. Upon full satisfaction of all the 
conditions contained in the previously approved Option, the Director shall present the Restated 
Lease, with the Revisions authorized herein, to the Chair for signature on behalf of the County. 

Respectfully submitted, 

Stan Wisniewski, Director 

SW:rm 

Attachments (6) 

cc: Chief Administrative Officer 
Executive Officer, Board of Supervisors 
County Counsel 



EXHIBIT 1 

CONSENT OF COUNTY OF LOS ANGELES 
TO 

ASSIGNMENT OF PARTNERSHIP INTEREST 

The County of Los Angeles (“County”) does hereby consent to (i) the assignment by the 
Epstein Family Trust, under restated declaration of trust dated October 15, 2001, to Marina GP, 
LLC, a Delaware limited liability company, of the Epstein Trust Assigned Interest, and (ii) the 
assignment by CMR, Inc., a California corporation, to Marina GP, LLC of the CMR Assigned 
Interest, pursuant to the attached Assignment of Partnership Interest in Marina Pacific Associates, 
L.P., such that after the effective date of such assignments, the sole general partner of Marina 
Pacific Associates, L.P. is Marina GP, LLC. All capitalized terms used, but not otherwise defined 
herein, shall have. the same meanings given such terms in the foregoing Assignment of Partnership 
Interest in Marina Pacific Associates, L.P. It is further understood and agreed that this consent 
shall not be effective unless on or before the date of County’s signature below the foregoing 
Assignment of Partnership Interest in Marina Pacific Associates, L.P. and the Acceptance of 
Assignment of Partnership Interest by Marina GP, LLC have been duly executed by all parties 
thereto and delivered to the County. This consent and the Assignment of Partnership Interest in 
Marina Pacific Associates, L.P. shall be null and void and of no further force and effect until and 
unless the Assignment of Partnership Interest has been irrevocably completed, and County has 
been notified in writing of such completion, within ninety (90) days after the date of County’s 
execution of this consent. This consent shall not constitute County’s waiver of any requirement of 
obtaining County’s consent to any future assignment or transfer of any interest of the lessee in the 
Parcel 111 Lease and/or Parcel 112 Lease, or any ownership interest in the lessee, that may require 
County’s consent. 

APPROVED AS TO FORM: THE COUNTY OF LOS ANGELES 

LLOYD W. PELLMAN 
COUNTY COUNSEL 

By: 
Chair, Board of Supervisors 

B,: 

Deputy 

ATTEST: 

VIOLET VARONA- 
LIKENS, Executive 
Officer of the Board of 
Supervisors 

B,: 

Deputy 
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APPROVED AS TO FORM: 

MUNGER, TOLLES & OLSON LLP 

By: 



I 
EXHIBIT 2 

ASSIGNMENT OF PARTNERSHIP INTEREST IN 
MARINA PACIFIC ASSOCIATES, L.P. 

(CMR and Epstein Trust General Partner Interests) 

THIS ASSIGNMENT OF PARTNERSHIP INTEREST IN MARINA PACIFIC 
ASSOCIATES, L.P. (this “Assignment”), is made and entered into as of the 16th day of July, 
2003, by and among the Epstein Family Trust under restated declaration of trust dated October 
15,200l (the “Epstein Trust”), CMR, INC., a California corporation (“CMR”, and collectively 
with the Epstein Trust, “Assignors”), and MARINA GP, UC, a Delaware limited liability 
company (“Assienee”), with reference to the following facts and circumstances: 

w 
1 RECITALS 

A. Marina Pacific Associates, L.P., a California limited partnership (the 
“Partnership”), was formed pursuant to the terms of that certain Amended and Restated *‘?. 
Agreement of Limited Partnership of Marina Pacific Associates, dated as of September 25,1996, 
by and among the Epstein Trust and CMR, as the general partners, and the Epstein Trust, the 
Ellis Ring Trust, as amended and restated on May 15, 1995, the Frances Ring Trust dated 
November 26,1988, the Ellis and Frances Ring 1984 Trust, James H. Ring, Suzanne Caplan, 
Jacqueline Morgen and the Estate of Ellis Ring, Deceased, as the limited partners (the 
“Partnership Aweement”). Any initially capitalized terms not otherwise defined herein shall 
have the meaning given such terms in the Partnership Agreement, 

I 

B. The Partnership is the lessee under that certain Lease No. 7073 dated June 28, 
1963, as amended (the “Parcel 111 Lease”) pursuant to which the County of Los Angeles, as 
lessor, leases the Partnership certain real property in the Marina de1 Rey Small Craft Harbor 
commonly know as Parcel No. 1llT. 

C. The Partnership is the lessee under that certain Lease No. 14910 dated June 10, 
1969, as amended (the “Parcel 112 Lease”) pursuant to which the County of Los Angeles, as 
lessor, leases the Partnership certain real property in the Marina de1 Rey Small Craft Harbor 
commonly know as Parcel No. 112T. 

D. Assignors desire to assign to Assignee, and Assignee desires to accept, the 
“Assigned Interests” (as defined below), on the terms and conditions contained in this 
Assignment. 

ASSIGNMENT 

NOW, THEREFORE, in consideration of the respective undertakings of the partieS 
_, hereinafter set forth, and for other good and valuable consideration, the receipt and sufficiency of 

which is hereby acknowledged: 

1. Assignment and Acceptance. The Epstein Trust hereby grants, transfers, assigns 
and conveys to Assignee, and Assignee hereby accepts fi-om the Epstein Trust, all of the Epstein 
Trust’s rights, title and interests in and to the Partnership, including without limitation, the 
Epstein Trust’s 1.20 % Distribution Percentage, the Epstein Trust’s 1.20% Voting Percentage, 
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and all of the management rights, profits, losses, distributions and capital accounts of the 
Partnership attributable to the Epstein Trust’s General Partnership Interest (collectively, the 
“Epstein Trust Assigned Interest”). CMR hereby grants, transfers, assigns and conveys to 
Assignee, and Assignee hereby accepts from CMR, all of CMR’s rights, title and interests in and 
to the Partnership, including without limitation, CMR’s 1.20% Distribution Percentage, CMR’s 
1.20% Voting Percentage, and all of the management rights, profits, losses, distributions and 
capital accounts of the Partnership attributable to CMR’s General Partnership Interest 
(collectively, the “CMR Assimed Interest”). The Epstein Trust Assigned Interest and the 
CMR Assigned Interest are collectively referred to herein as the “Asskned Interests”. Assignee 
agrees to be bound by the terms of the Partnership Agreement. 

Further Assurances. The parties each agree to execute such other documents 
(incl;dif;g, without limitation, an amendment to the Partnership Agreement) and to perform such 
other acts as may be necessary or appropriate to carry out the provisions of this Assignment. 

.3. Successors and Assims. This Assignment shall be binding upon, enforceable by, 
and shall inure to the benefit of the successors and assigns of each of the parties. 

4. Governim Law. This Assignment shall be governed by, and construed and 
enforced in accordance with, the laws of the State of California. 

5. Counterparts. This Assignment may be executed in any number of counterparts, 
each of which shall be deemed an original, and all of which together shall constitute one 
instrument. 
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IN WITNESS WHEREOF, the parties have executed this Assignment as of the date first 
above written. 

. 

1 

PAT EPSTEIN, Trustee o 

CMR: 

CMR, INC., a California corporation 

SIGNATURES CONTINUED ON NEXT PAGE 
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SIGNATURES CONTINUED FROM PREVIOUS PAGE 

Assimee: 

MARINA GP, LLC, a Delaware limited liability 
company 

By: MPALP, L.P., a California limited 
partnership, its sole member 

By: CMR, Inc., a California corporation, 
its general partner 

By: 
< 

2(kH+kq&eral partner 

By: 

Family Trust under restated 
declaration of trust dated October 15, 
2001, its general partner 
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EXHIBIT 3 

EXISTING STRUCTURE 

Marina Pacific Associates, L.P. 

Sue, Jackie and Jim 
Ring 

Epstein Family 
Trust 
General Partner 

I 97.6% 

Various Family Trusts; the 
Epstein Family Trust, Sue, 

Jackie and Jim Ring 

Limited Partners 

’ Various Assignees of 
economic interests 
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EXHIBIT 4 

. 

PROPOSED STRUCTURE PROPOSED STRUCTURE 

Marina Pacific Associates, L.P. Marina Pacific Associates, L.P. 

PROPERTY OWNER PROPERTY OWNER 

Marina GP LLC Marina GP LLC 
General Partner General Partner 

2.4% 2.4% 

MPALP, L.P., limited partner 

SINGLE MEMBER OF NEW GP, 
LLC AND LIMITED PARTNER IN 

PROPERTY OWNER 
97.6% 

I 

CMR, Inc. Epstein Trust 
1.2% G.P. 1.2% G.P. 

Existing L.P.‘s + 
Assignees 

97.6% 

g/20/03 



AMENDED AND RESTATED LEASE AGREEMENT 

by and between 

County of Los Angeles 

and 

Marina Pacific Associates 

(Parcels 11 IT and 112T - Lease No. ) 

Dated as of 7- 

[634L2&9J634120 14 
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AMENDED AND RESTATED LEASE AGREEMENT 
PARCELS 111T AND 112T - MARINA DEL REY 

THJS AMENDED AND RESTATED LEASE AGREEMENT (“Lease”) is made 
and entered into as of the day of , __ (“Effective Date”), by and 
between the COUNTY OF LOS ANGELES (“County”), as lessor, and MARINA PACIFIC 
ASSOCIATES, a California limited partnership (together with its permitted successors and 
assigns, “Lessee”): as lessee. 

WJTNESSETH 

WHEREAS, the parties hereto or their predecessors in interest, entered into Lease 
No. 7073 dated June 25, I963 (as amended prior hereto, the “Existing Parcel I 11T Lease”) 
whereby Lessee leases from County that certain real property in the Marina de1 Rey Small Craft 
Harbor commonly known as P.arcel No. 11 IT and which is more specifically described as Parcel 
11 IT on Exhibit A attached hereto and incorporated herein by this reference (the “Parcel 11 IT 
Premises”), the term of which commenced as of April I, I963 and currently extends through 
March 3 1, 2023 (the “Existing Expiration Date”); and 

WHEREAS, the parties hereto or their predecessors in interest, entered into Lease 
No. 149 10 dated June IO, 1969 (as amended prior hereto, the “Existing Parcel 112T Lease”) 
whereby Lessee leases from County that certain real property in the Marina de1 Rey Small Craft 
Harbor commonly known as Parcel No. 112T and which is more specifically described as Parcel 
112T on Exhibit A attached hereto and incorporated herein by this reference (the “Parcel 112T 
Premises”), the term of which also currently extends through the Existing Expiration Date; and 

WHEREAS, prior to the execution and delivery of Lease No. 14910, the Parcel 
112T Premises was included as a part of Lease No. 7073; in connection with the execution of 
Lease No. 149 10 the Parcel 112T Premises was removed from Lease No. 7073, and since that 
date the Parcel 111 T Premises and Parcel 112T Premises have been leased pursuant to separate 
leases; and 

WHEREAS, County and Lessee have entered into that certain Option to Amend 
Lease Agreements dated ,200l (the “Option Agreement”), pursuant to which 
County has granted Lessee an option (the “Option”) to amend and restate the Existing Parcel 
1 I IT Lease and the Existing Parcel 112T Lease in their entirety, upon the terms and conditions 
more specifically provided herein, including, without limitation, a recombination of the Parcel 
111T Premises and the Parcel 112T Premises under one fully amended and restated lease and an 
extension of the term of such lease through March 3 1,2062; and 

WHEREAS, Lessee has exercised the Option in accordance with the terms and 
provisions of the Option Agreement. 

NOW, THEREFORE, in reliance on the foregoing and in consideration of the 
mutual covenants, agreements and conditions set forth herein, and of other good and valuable 
consideration, the receipt and sufficiency of which are hereby acknowledged, the parties hereto 
and each of them do agree that the Existing Parcel 11 IT Lease and the Existing Parcel 112T 
Lease are hereby amended and restated in ml1 as one single lease, as follows: 
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1. BACKGROUND AND GENERAL. 

1.1 Definitions. The defined terms in this Lease shall have the meanings as follows: 

1.1.1 “ACCOUNTING YEAR” shall have the meaning set forth in Section 
14.7. 

1.1.2 “ACTUAL COST” shall mean (i) the reasonable out-of-pocket costs 
and expenses incurred by County with respect to a particular activity or procedure, 
including without limitation, expenditures to third party legal counsel, financial 
consultants and advisors, (ii) costs incurred in connection with appraisals, (iii) the 
reasonable value of services actually provided by County’s in-house counsel, and (iv) the 
reasonable value of services actually provided by County’s lead lease 
negotiator/administrator and any other lease auditors and other County administrative 
staff below the level of deputy director (the administrative level which is two levels 
below County department head) required by the lead lease negotiator/administrator for 
technical expertise or assistance. In those instances in which Lessee is obligated to 
reimburse County for its Actual Costs incurred in performing obligations required to be 
performed by Lessee under this Lease which Lessee fails to perform within the applicable 
cure period, if any, provided under this Lease, Actual Costs shall also include a 
reasonable allocation of County overhead and administrative costs to compensate County 
for performing such obligations on behalf of Lessee. 

1.1.3 “ADA” shall have the meaning set forth in Section 1.2. 

1.1.4 “ADDITIONAL RENOVATION WORK” shall have the meaning set 
forth in subsection 5.2.3. 

1.1.5 “ADJUSTMENT DATES” shall have the meaning set forth in 
subsection 4.2.3. 

1.1.6 “ADMINISTRATIVE CHARGE” shall have the meaning set forth in 
Section 4.6. 

1.1.7 “AGGREGATE TRANSFER” shall have the meaning set forth in 
subsection 4.6.3. 

1.1.8 “ANNUAL MINIMUM RENT” shall have the meaning set forth in 
subsection 4.2.1. 

1.1.9 “ANNUAL RENT” shall have the meaning set forth in subsection 
2.3.1.5. 

1.1.10 “APARTMENT RENOVATION PLAN” shall have the meaning set 
forth in subsection 52.1. 

1.1.11 “APARTMENT RENOVATION WORK” shall have the meaning set 
forth in subsection 5.2.1. 
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1.1.12 “APPLICABLE LAWS” shall have the meaning set forth in 
subsection 1.2.1. 

1.1.13 “APPLICABLE RATE” shall mean an annually compounded rate of 
interest equal to the lesser of (a) ten percent (10%) per annum or (b) the Prime Rate, as 
defined in subsection 4.4.5, plus three percent (3%) per annum; however, the Applicable 
Rate shall in no event exceed the maximum rate of interest which may be charged 
pursuant to Applicable Laws. In the event that the Applicable Rate as determined by the 
first sentence of this definition exceeds such maximum rate of interest, then the 
Applicable Rate shall be deemed the maximum rate permissible under Applicable Laws 
notwithstanding the first sentence of this definition. 

1.1.14 “APPROVED APARTMENT/SLIP LEASE” shall have the meaning 
set forth in subsection 11.1.2. 

1.1.15 “APPROVED GOVERNMENTAL CHANGES” shall have the 
meaning set forth in Section 4.3.1 of the Option Agreement. 

1.1.16 “ASSIGNMENT STANDARDS” shall have the meaning set forth in 
Section 1 1.2. 

1.1.17 “AUDITOR-CONTROLLER” shall mean the Auditor-Controller of 
the County of Los Angeles, California. 

1.1.15 “AWARD” shall have the meaning set forth in subsection 6.1.3. 

1.1.19 “BASE RENT AMOUNT” shall have the meaning set forth in 
Section 4.3. 

1.1.20 “BASE VALUE” shall have the meaning set forth in subsection 
4.8.1.1. 

1.1.21 “BENEFICIAL INTEREST” shall have the meaning set forth in 
subsection 4.6.4. 

1.1.22 “BOARD” shall mean the Board of Supervisors for the County of LOS 
Angeles. 

1.1.23 “BUSJNESS DAY” shall have the meaning set forth in Section 17.3. 

1.1.24 “CALCULATION NOTICE” shall have the meaning set forth in 
Section 4.7. 

1.1.25 “CHANGE OF OWNERSHIP” shall have the meaning set forth in 
subsection 4.6.1. 

1.1.26 “CHANGE OF CONTROL” shall have the meaning set forth in 
subsection 4.6.1. 
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I. I .27 “CITY” shall mean the City of Los Angeles, California. 

1.1.28 “COMPLETION DATE” shall mean the date ofreceipt of the first 
Temporary Certificate of Occupancy or other applicable governmental permit, certificate 
or approval for the legal occupancy of any apartment building constructed on the 
Premises as part of the Redevelopment Work pursuant to Article 5 of this Lease. 

1.1.29 “CONDEMNATION” shall have the meaning set forth in subsection 
6.1.1. 

1.1.30 “CONDEMNOR” shall have the meaning set forth in subsection 
6.1.4. 

1.1.31 “CONSUMER PRICE INDEX” shall mean the Consumer Price 
Index--All Urban Consumers for Los Angeles/Long Beach, as published from time to 
time by the United States Department of Labor or, in the event such index is no longer 
published or otherwise available, such replacement index as may be agreed upon by 
County and Lessee. 

1.1.32 “COUNTY” shall have the meaning set forth in the first paragraph of 
this Lease. 

1.1.33 “COUNTY AMOUNT” shall have the meaning set forth in subsection 
2.3.1.1. 

1.1.34 “COUNTY OPTION” shall have the meaning set forth in subsection 
11.2.4. 

1.1.35 “COUNTY OPTION PRICE” shall have the meaning set forth in 
subsection 11.2.4. 

I. 1.36 “COUNTY POOL RATE” shall have the meaning set forth in 
subsection 4.4.5 of this Lease. 

1.1.37 “CREDIT LIMIT” shall have the meaning set forth in subsection 
2.3.1.2. 

1.1.38 “CUMULATIVE EXTENSION FEE CREDIT” shall have the 
meaning set forth in subsection 2.3.1.2. 

1.1.39 “DATE OF TAKING” shall have the meaning set forth in subsection 
6.1.2. 

1.1.40 “DEFERRAL PERIOD” shall have the meaning set forth in Section 
4.3. 

1.1.41 “DEFERRED RENTAL AMOUNTS” shall have the meaning set 
forth in Section 4.3. 
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1.1.42 “DEPARTMENT” shall mean the Department of Beaches and 
Harbors of the County of Los Angeles. 

1.1.43 “DIRECTOR” shall mean the Director of the Department of Beaches 
and Harbors of the County of Los Angeles or any successor County officer responsible 
for the administration of this Lease. 

1.1.44 “DISQUALIFICATION JUDGMENT” shall have the meaning set 
forth in subsection 16.15.1. 

1.1.45 “DOCUMENTED TRANSACTION COSTS” shall have the meaning 
set forth in subsection 4.5.1.2. 

1.1.46 
2.3 below. 

“EARN BACK PERIOD” shall have the meanmg set forth in Section 

1.1.47 “EFFECTIVE DATE” shall mean the date set forth in the first 
preamble paragraph of this Lease. 

1.1.45 
12.1.1. 

“ENCUMBRANCE” shall have the meaning set forth in subsection 

1.1.49 
subsection 12. I. 

“ENCUMBRANCE HOLDER” shall have the meaning set forth in 

1.150 “ENR INDEX” shall mean the Engineering News Record (ENR) 
Construction Cost Index for the Los Angeles Area, or such substitute index as the parties 
may mutually agree upon if such index is no longer published or otherwise available. 

I.151 
Section 13.1. 

“EVENTS OF DEFAULT” shall have the meaning set forth in 

1.152 “EXCESS PERCENTAGE RENT PAYMENT” shall have the 
meaning set forth in subsection 4.2.2.4. 

1.153 “EXISTING APARTMENTS” shall have the meaning set forth in 
subsection 5.2.1. 

1.1.54 “EXISTING EXPIRATION DATE” shall have the meaning set forth 
in the preamble to this Lease. 

1.1.55 “EXISTING LEASES” shall mean the Existing Parcel 111 T Lease 
and the Existing Parcel 112T Lease. 

1.1.56 “EXTENDED TIME” shall have the meaning set forth in Section 
15.15. 

1.157 “EXTENSION FEE” shall have the meaning set forth in Section 2.2. 
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1.1.58 “EXTENSION FEE CREDIT” shall have the meaning set forth in 
subsection 2.3.1.3. 

1.1.59 “EXTENSION FEE CREDIT DATES” shall have the meaning set 
forth in subsection 2.3.1.4. 

1.1.60 “EXTENSION FEE DOWNPAYMENT” shall have the meaning set 
forth in Section 2.2. 

1.1.61 “EXTENSION PAYMENT” shall have the meaning set forth in 
Section 2.2 of this Lease. 

1.1.62 “FAIR MARKET RENTAL VALUE” shall have the meaning set 
forth in subsection 4.4.1. 

1. I .63 “FAMILY MEMBERS” shall have the meaning set forth in Section 
11.4. 

1.1.64 “FINAL ALTERATION PLANS AND SPECIFICATIONS” shall 
have the meaning set forth in subsection 5.3.3. 

1.1.65 “FINAL REDEVELOPMENT WORK PLANS AND 
SPECIFICATIONS” shall have the meaning set forth in subsection 5.1.1. 

1.1.66 “FINANCING EVENT” shall have the meaning set forth in Section 
12.1. 

1.1.67 “FIRST ADJUSTMENT DATE” shall have the meaning set forth in 
subsection 4.2.3. 

1.1.68 “FORCE MAJEURE” shall have the meaning set forth in Section 5.6. 

1.1.69 
16.15.4. 

“GROSS ERROR” shall have the meaning set forth in subsection 

1.1.70 “GROSS RECEIPTS” shall have the meaning set forth in subsection 
4.2.2.3. 

1.1.71 “IMPROVEMENTS” means all buildings, structures, fixtures, docks, 
anchorage facilities, fences, fountains, walls, paving, parking areas, driveways, 
walkways, plazas, landscaping, permanently affixed utility systems and other 
improvements now or hereafter located on the Premises. 

I. 1.72 “IMPROVEMENT COSTS” shall have the meaning set forth in 
subsection 4.5.1.1. 

1.1.73 “IMPUTED RENT” shall have the meaning set forth in subsection 
5.2.6. 
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1.1.74 “INCOME APPROACH” shall have the meaning set forth in Section 
6.5. 

1.1.75 “INITIATING PARTY” shall have the meaning set forth in the first 
paragraph of Article 16. 

1.1.76 “INSTITUTIONAL LENDER” shall have the meaning set forth in 
subsection 12.1.3.1 

1.1.77 “INSURANCE RENEGOTIATION DATE” shall have the meaning 
set forth in Section 9.3. 

1.1.78 “LATE FEE” shall have the meaning set forth in Section 4.5. 

1.1.79 “LEASE” shall mean this Amended and Restated Lease Agreement. 

1.1.80 “LEASE YEAR” shall have the meaning set forth in Section 2.1. 

1.1.81 
this Lease. 

“LESSEE” shall have the meaning set forth in the first paragraph of 

1.182 “LESSEE SALE PRICE” shall have the meaning set forth in 
subsection 11.2.4. 

1.1.83 “MAJOR SUBLEASE” shall have the meaning set forth in subsection 
11.1.1. 

1.1.84 “MAJOR SUBLESSEE” shall have the meaning set forth in 
subsection 1 1.1.1. 

1.1.85 “MINIMUM STANDARDS” shall have the meaning set forth in 
subsection 5.2.4. 

1.1.86 “MONTHLY MINIMUM RENT” shall have the meaning set forth in 
subsection 4.2.1_ 

1.1.87 “NET AWARDS AND PAYMENTS” shall have the meaning set 
forth in Section 6.7. 

1.1.88 
Section 4.6. 

“NET PROCEEDS SHARE” shall have the meaning set forth in 

1.1.89 “NET REFINANCING PROCEEDS” shall have the meaning set 
forth in subsection 4.8.5. 

1.1.90 “NET TRANSFER PROCEEDS” shall have the meanings set forth in 
subsections 4.8. I and 4.8.2. 

~341209]634120 14 7 
C:~Documenls and Settin_gs!~,eint7ja!hly Documents!#634120 vDOC Cumulative Black-line of Parcels 111-I 12 Restated Lease dot 



1.1.91 “NEW APARTMENTS” shall have the meaning set forth in Section 
5.1. 

1.1.92 “NOTICE OF COMPLETION” shall have the meaning set forth in 
subsection 5.8.7. 

1.1.93 “OPTION AGREEMENT” shall have the meaning set forth in the 
preamble to this Lease. 

1.1.94 “PARTIAL TAKING” shall have the meaning set forth in Section 
6.5. 

1.1.95 “PAYMENT BOND” shall have the meaning set forth in subsection 
5.4.3.2. 

1.1.96 “PERCENTAGE RENT” shall have the meaning set forth in 
subsection 4.2.2. 

1.1.97 “PERFORMANCE BOND’ shall have the meaning set forth in 
subsection 5.4.3,l. 

1.1.98 “PERMITTED USES” shall have the meaning set forth in Section 
3.1. 

1.1.99 “PREMISES” shall mean the Parcel 11 1 T Premises and the Parcel 
112T Premises. 

1.1.100 “PRIME RATE” shall have the meaning set forth in subsection 4.4.5. 

1.1.101 “PROPOSED TRANSFER” shall have the meaning set forth in 
subsection 11.2.4. 

1.1.102 “PUBLIC WORKS DIRECTOR” shall mean the Director of the 
Department of Public Works of the County of Los Angeles. 

1.1.103 “PURCHASE MONEY NOTE” shall have the meaning set forth in 
subsection 4.7.2. 

1.1.104 “REDEVELOPMENT WORK” shall have the meaning set forth in 
Section 5.1. 

1.1.105 “RENEGOTIATION DATES” shall have the meaning set forth in 
Section 4.4. 

1.1.106 “RENOVATION FUND” shall have the meaning set forth in 
subsection 5.2.5. 

1.1.107 “REPLY” shall have the meaning set forth in Section 16.5. 
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1.1.108 “REQUIRED CONSTRUCTION COMMENCEMENT DATE” shall 
have the meaning set forth in Section 5.1. 

1.1.109 “REQUIRED CONSTRUCTION COMPLETION DATE” shall have 
the meaning set forth in Section 5.1. 

1.1.110 “RESPONDING PARTY” shall have the meaning set forth in the first 
paragraph of Article 16. 

1.1.111 
Section 5.1. 

“REVERSION AMENDMENT” shall have the meaning set forth in 

1.1.112 “SEAWALL” shall have the meaning set forth in Section 10.4. 

1.1.113 “SECTION” shall mean a section of this Lease. 

1.1.114 “SECURITY DEPOSIT” shall have the meaning set forth in Section 
7.1. 

1.1.115 
permissive. 

“SHALL” and “WILL” are mandatory and the word “MAY” is 

1.1.116 “STATE” shall mean the State of California. 

1.1.117 “STATEMENT OF POSITION” shall have the meaning set forth in 
subsection 16.6. 

1.1.118 “SUBLEASE” shall have the meaning set forth in subsection I 1.1.1. 

1.1.119 “SUBLESSEE” shall have the meaning set forth in subsection 11.1.1. 

1.1.120 “SUBSECTION” shall mean a subsection of a Section of this Lease. 

1.1.121 “SUBSTANTIAL COMMENCEMENT OF CONSTRUCTION” 
shall have the meaning set forth in Section 5. I. 

1.1.122 “TERM” shall have the meaning set forth in Section 2.1. 

1.1.123 “THRESHOLD RENT” shall have the meaning set forth in subsection 
2.3.1.5. 

1.1.124 “TIME OF THE ESSENCE” shall have the meaning set forth in 
Section 15.2. 

1.1.125 
2.3.1.6. 

“TOTAL PAID RENT” shall have the meaning set forth in subsection 

1.1.126 “TRIGGER DATE” shall have the meaning set forth in Section 2.2. 
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1.1.127 “UNINSURED LOSS” shall have the meaning set forth in Section 
10.2. 

1.1.128 “UNREASONABLE COUNTY ACT” shall have the meaning set 
forth in subsection 5.7.2. 

1.1.129 “WRITTEN APPRAISAL EVIDENCE” shall have the meaning set 
forth in Section 16.7. 

1.2 Lease. For and in consideration of the payment of rentals and the performance of 
all the covenants and conditions of this Lease, County hereby leases to Lessee, and Lessee 
hereby leases and hires from County, an exclusive right to possess and use, as tenant, the 
Premises for the Term (as hereinafter defined) and upon the terms and conditions and subject to 
the requirements set forth herein. 

1.2.1 As-Is. Lessee acknowledges that (1) it is currently in possession of 
the Premises, (2) Lessee or its predecessors-in-interest have continuously occupied 
and/or managed and operated the Premises since 1963, and (3) the Improvements now 
existing on the Premises were constructed by Lessee or its predecessors with contractors 
selected by them. Except as provided in subsection 1.2.2, Lessee accepts the Premises in 
their present condition notwithstanding the fact that there may be certain defects in the 
Premises, whether or not known to either party to this Lease, at the time of the Effective 
Date and Lessee hereby represents that it has performed all investigations necessary, 
including without limitation soils and engineering inspections, in connection with its 
acceptance of the Premises “AS IS WITH ALL FAULTS”. Lessee hereby accepts the 
Premises on an “AS IS WITH ALL FAULTS” basis and, except as expressly set forth in 
this Lease, Lessee is not relying on any representation or warranty of any kind 
whatsoever, express or implied, from County or any other governmental authority or 
public agency, or their respective agents or employees, as to any matters concerning the 
Premises and/or any Improvements located thereon, including without limitation: (i) the 
quality, nature, adequacy and physical condition and aspects of the Premises and/or any 
Improvements located thereon, including, but not limited to, the structural elements, 
foundation, roof, protections against ocean damage, erosion, appurtenances, access, 
landscaping, parking facilities and the electrical, mechanical, HVAC, plumbing, sewage 
and utility systems, facilities and appliances, and the square footage of the land and 
within the Improvements and within each space therein, (ii) the quality, nature, adequacy 
and physical condition of soils, geology and any groundwater, (iii) the existence, quality, 
nature, adequacy and physical condition of utilities serving the Premises and/or any 
Improvements located thereon, (iv) the development potential of the Premises, and the 
use, habitability, merchantability or fitness, or the suitability, value or adequacy of the 
Premises and/or any Improvements located thereon for any particular purpose, (v) the 
zoning or other legal status or entitlement or lack thereof of the Premises or any other 
public or private restrictions on use of the Premises, (vi) the compliance of the Premises 
and/or any Improvements located thereon with any applicable codes, laws, rules, 
regulations, statutes, resolutions, ordinances, covenants, conditions and restrictions of 
County, City, State, the United States of America, the California Coastal Commission 
and/or any other governmental or quasi-governmental entity (“Applicable Laws”) or of 

[634120.9]634120.14 10 
C:\Documents and Settings\heintzja\~lv DocumrntsW634120 vDOC Cumulnt~ve Black-line ofParcels I I I-1 12 Restated Leaxdoc 



any other person or entity (including, without limitation, relevant provisions of the 
Americans with.Disabihties Act (“ADA”), (vii) the presence of any underground storage 
tank or hazardous materials on, under or about the Premises or the adjoining or 
neighboring property, (viii) the quality of any labor and materials used in any 
Improvements, (ix) subject to subsection 1.22 below, the condition of title to the 
Premises, and (x) the economics of the operation of the Premises and/or any 
Improvements located thereon. Notwithstanding the foregoing, this subsection 12.1 shall 
not alter the parties’ rights and obligations under the Existing Lease with respect to any 
abandoned wells or other environmental conditions existing on the Premises as of the 
Effective Date. 

I .2.2 Tit&. County represents that County owns fee title to the Premises 
and that County has authority to enter into this Lease. Lessee hereby acknowledges the 
title of County in and to the Premises, and covenants and agrees never to contest or 
challenge the extent of said title, except as is necessary to ensure that Lessee may occupy 
the Premises pursuant to the terms and conditions of this Lease. 

1.2.3 Excluded Conditions. Notwithstanding anything to the contrary set 
forth herein, the terms and provisions of subsection 1.2.1 shall not be applicable to any 
sewer, storm drain or other improvements which have been dedicated to (and such 
dedication has been accepted by) the Department of Public Works of the County 
(“Excluded Conditions”); provided, however, that this Lease (as opposed to any separate 
dedication acceptance or other contractual or legal obligation) shall not create any 
obligation or liability on the part of County with respect to such sewer, storm drain and 
other improvements. 

2. TERM. 

2.1 Term. Unless terminated sooner in accordance with the provisions of this Lease, 
the term of this Lease shall be for the period commencing on April 1, 1963 and expiring at II:59 
p.m. on March 3 1 i 2062 (“Term”). Each twelve (12) month period during the Term from April 1 
through March 3 1 of the succeeding calendar year is referred to herein as a “Lease Year.” 

2.2 Extension Payments. In consideration for County’s agreement to enter into this 
Lease, Lessee shall pay to County as hereinafter provided the principal sum of Three Million 
Two Hundred Fifty Thousand Dollars ($3,250,000.00) (the “Extension Fee”). Lessee has paid 
County the first Three Hundred Twenty Five Thousand Dollars ($325,000.00) of the Extension 
Fee (the “Extension Fee Downpayment”) concurrent with its exercise of the Option. The 
remaining Extension Fee balance of Two Million Nine Hundred Twenty Five Thousand Dollars 
($2,925,000.00) shall b ear interest from the Effective Date until the date of payment at an annual 
rate, compounded annually, equal to the greater of (a) the County Pool Rate, or (b) seven and 
one-half percent (7.5%) (the greater of (a) or (b) is referred to herein as the “Extension Fee 
Interest Rate”). Until the Trigger Date (as defined below), Lessee shall make annual payments 
on each successive anniversary of the Effective Date, each in an amount of One Hundred Fifty 
Thousand Dollars ($150,000) (each, an “Extension Payment”). Each Extension Payment shall be 
applied against accrued interest on the outstanding principal balance of the Extension Fee. The 
amount by which the accrued interest for any year exceeds the Extension Payment shall be added 
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to the outstanding unpaid principal balance of the Extension Fee. The entire outstanding unpaid 
principal balance of the Extension Fee and all accrued and unpaid interest shall be due and 
payable on the Trigger Date. The “Trigger Date” shall mean the earlier of(i) March 11,2013, 
(ii) the occurrence of a Financing Event, (iii) the occurrence of an assignment by Lessee of its 
interest in the Lease, (iv) the grant by Lessee of a Major Sublease, or (v) the occurrence of a 
Change of Control of Lessee. The unpaid balance of the Extension Fee (including accrued 
interest thereon), may be prepaid by Lessee, in whole or in part, at any time. Any uncured 
failure by Lessee to make an Extension Payment or to repay the entire unpaid Extension Fee and 
accrued interest on or before the Trigger Date is acknowledged to be a monetary default of the 
terms and conditions of this Lease and shall give rise to County’s remedies as set forth herein, 
including without limitation County’s right to receive a Late Fee in connection with such late 
payment and/or County’s right to terminate this Lease. Upon the occurrence of an Event of 
Default, County shall have the right to declare the entire remaining unpaid Extension Fee 
(including accrued, but unpaid interest) immediately due and payable. Notwithstanding the 
foregoing, if the Trigger Date is the date set forth in clause (i) above and Lessee is unable to pay 
the remaining balance of the Extension Fee by the Trigger Date due to a delay in the close of 
Lessee’s refinancing of the Existing Financing, then (1) if, and to the extent that, the delay in the 
close of such refinancing is caused by County’s failure to notify Lessee within the time period 
set forth in Section 12.1 below as to whether County approves such reGnancing, then the date by 
which the final Extension Fee payment must be paid by Lessee to avoid the imposition of a Late 
Fee shall be extended by the period of such delay caused by County, and (2) Director shall have 
the right, but not the obligation, to waive (or grant Lessee a grace period with respect to) the Late 
Fee, if the Director, in the exercise of its sole and absolute discretion, considers it appropriate to 
do so taking into consideration the circumstances. 

2.3 Extension Fee Credits. Subject to and upon the terms and conditions set forth in 
this Section 2.3, Lessee may receive credits during the eight (8) year period following the 
Completion Date (the “Earn Back Period”) for up to the amount, if any, by which the Total Paid 
Rent (as defined below) with respect to the Earn Back Period exceeds the sum of(i) the 
Threshold Rent (as defined below) with respect to the Earn Back Period, plus (ii) the County 
Amount. 

2.3.1 Definitions. For purposes of this Section 2.3, the terrrs set forth 
below shall have the following meanings: 

2.3.1.1 “County Amount” shall mean $250,000 plus interest 
on such $250,000 at the Extension Fee Interest Rate (as defined in Section 2.2 
above). For purposes of the accrual of such interest, (i) interest shall commence 
to accrue on the Effective Date, (ii) interest shall continue to accrue on the entire 
$250,000 until the first date that the Cumulative Extension Fee Credit would 
exceed $0 if such Cumulative Extension Fee Credit was calculated without any 
consideration of the County Amount, and (iii) interest shall thereafter continue to 
accrue on unapplied portions of the $250,000 until the first date that the amount 
of the Cumulative Extension Fee Credit, if calculated without any consideration 
of the County Amount, would exceed the County Amount. 
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2.3.1.2 “Cumulative Extension Fee Credit” shall mean the 
positive amount, if any, as of an Extension Fee Credit Date, by which (i) the Total 
Paid Rent with respect to the period from the Completion Date through such 
Extension Fee Credit Date exceeds (ii) the sum of (I) the Threshold Rent with 
respect to the period from the Completion Date through such Extension Fee 
Credit Date, plus (II) the County Amount. Notwithstanding the foregoing, the 
Cumulative Extension Fee Credit shall never exceed One Million Three Hundred 
Seventy Five Thousand Dollars ($1,375,000.00) (the “Credit Limit”). 

2.3.1.3 
one of the following: 

“Extension Fee Credit” shall mean an amount equal to 

0) prior to the first Extension Fee Credit Date for 
which the Cumulative Extension Fee Credit is greater than zero, the Extension 
Fee Credit shall be $0; 

(ii) for the first Extension Fee Credit Date for 
which the Cumulative Extension Fee Credit is greater than zero, the Extension 
Fee Credit shall be an amount equal to such Cumulative Extension Fee Credit; 
an d 

(iii) thereafter, the Extension Fee Credit for an 
Extension Fee Credit Date shall be the positive amount, if any, by which (a) the 
Cumulative Extension Fee Credit (but in no event shall the Cumulative Extension 
Fee Credit exceed the Credit Limit) for such Extension Fee Credit Date exceeds 
(b) the aggregate of all Extension Fee Credits (whether taken as rent credits, 
Extension Payment credits or Extension Fee principal reductions pursuant to 
Section 2.3.2 below) for all previous Extension Fee Credit Dates. 

2.3.1.4 “Extension Fee Credit Date” shall mean each of the 
first eight (8) anniversaries after the Completion Date. 

2.3.1.5 “Threshold Rent” with respect to a period shall mean 
the cumulative, aggregate Annual Rent (consisting of the Annual Minimum Rent 
plus the Percentage Rent payable in excess of the Annual Minimum Rent, 
hereinafter, the “Annual Rent”) which would have been payable with respect to 
such period if the aggregate Annual Rent for each year during such period was 
established to equal the product of(i) the total Annual Rent payable under this 
Lease for calendar year 1998, adjusted on a yearly basis on each anniversary of 
the Completion Date, by the percentage change in the Consumer Price Index from 
December, 1998 to the last month in each such year, multiplied by (ii) 1.3. 

2.3.1.6 “Total Paid Rent” with respect to a period shall mean 
the cumulative, aggregate Annual Rent actually paid by Lessee under this Lease 
with respect to such period, including (i) any such rent against which Lessee 
applies an Extension Fee Credit under this Section 2.3, and (ii) any Annual Rent 
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with respect to such period that is deferred as a Deferred Rental Amount pursuant 
to Section 4.3 below. 

2.3.2 Application of Extension Fee Credits. Lessee shall be entitled to the 
Extension Fee Credit, if any, applicable as of each Extension Fee Credit Date. The 
Extension Fee Credit to which Lessee is entitled as of an Extension Fee Credit Date shall 
be applied as a credit against the next Annual Minimum Rent or Percentage Rent payable 
under this Lease; provided that in no event shall such rent credit, in combination with the 
aggregate of all other rent credits applied pursuant to this Section 2.3 for previous 
Extension Fee Credit Dates, exceed the aggregate principal amounts (including the 
Extension Fee Down Payment and any other Extension Fee principal payments, but not 
including any Extension Payments applied against accrued interest) of the Extension Fee 
then paid to date by Lessee pursuant to Section 2.2 above. Any amount of an Extension 
Fee Credit to which Lessee is entitled which Lessee is not permitted to apply as a rent 
credit due to the proviso in the immediately preceding sentence shall, at the election of 
Lessee made by written notice to County concurrent with the calculation of such 
Extension Fee Credit, only be either (i) applied as a credit against the next Extension 
Payment due under Section 2.2 above, or (ii) applied to reduce the then outstanding total 
unpaid principal balance of the Extension Fee described in Section 2.2. If as of the last 
Extension Fee Credit Date, the aggregate of all Extension Fee Credits (whether taken as 
rent credits, Extension Payment credits or Extension Fee principal reductions) for all 
previous Extension Fee Credit Dates exceeds the Cumulative Extension Fee Credit for 
such last Extension Fee Credit Date, then Lessee shall pay such excess to County within 
ten (10) days following the calculation of the Cumulative Extension Fee Credit for such 
last Extension Fee Credit Date. The Cumulative Extension Fee Credit and Extension Fee 
Credit, if any, for each Extension Fee Credit Date shall be calculated concurrently with 
the calculation of the Percentage Rent payment due for the month during which each such 
Extension Fee Credit Date occurs. 

2.4 Ownership of Improvements During Term. Until the expiration of the Term or 
sooner termination of this Lease and except as specifically provided herein, Lessee shall own all 
Improvements now existing and constructed by Lessee or its predecessors or hereafter 
constructed by Lessee upon the Premises, and all alterations, additions, or betterments made 
thereto by Lessee. 

2.5 Reversion of Improvements. Upon the expiration of the Term or sooner 
termination of this Lease, whether by cancellation, forfeiture or otherwise: 

2.5.1 County’s Election to Receive Improvements. At the election of 
County, all structures, buildings, Improvements and all alterations, additions, and 
betterments thereto, and all other Improvements made to or upon the Premises shall 
remain upon and be surrendered with the Premises as part thereof and title thereto shall 
vest in County without compensation therefor to Lessee. Nothing contained herein shall 
be construed to deny or abrogate the right of Lessee, prior to the expiration of the Term 
or termination of this Lease, to receive any and all proceeds which are attributable to the 
Condemnation of business installations, Improvements, structures and buildings 
belonging to Lessee immediately prior to the taking of possession by the Condemnor as 

1634 I-20.91634 120.14 14 
C~‘,Documents and Setlin~sVleinlzja’~Rly Documents\#634120 L DcJC Cumulative Black-line of Parcelr I I I -I 12 Restated Lmse.doc 



said rights are set forth in Article 6 of this Lease, or to remove any furniture or equipment 
not intended to be pemranently affixed to, or reasonably necessary for the operation of, 
the Premises, any signage identifying Lessee (as opposed to other signage used in the 
operation of the Premises and associated Improvements), or any personal property, upon 
the expiration of the Term or earlier termination of this Lease or at any time during the 
Term, subject to Lessee’s obligations under this Lease to use the Premises for the 
Pennitted Uses. 

2.5.2 Duty to Remove. No earlier than eleven (11) years, and no later than 
ten (10) years prior to the expiration of the Term, Lessee shall deliver to County a report 
prepared by a construction and demolition expert approved by County, such approval not 
to be unreasonably withheld or delayed, which report details and estimates the cost of 
removing all Improvements on the Premises at the expiration of the Term. County may 
give written notice (the “County Removal Notice”) at any time, no later than five (5) 
years prior to the expiration of the Term or concurrently upon any earlier termination, of 
County’s election to require Lessee to remove, at the sole cost and expense of Lessee, not 
later than the expiration of the Term or earlier termination of this Lease, all or any 
portion of the at grade, above grade and below grade structures, buildings and 
Improvements of any kind whatsoever placed or maintained on the Premises, whether 
placed thereon or maintained by Lessee or others, including, but not limited to, concrete 
foundations, pilings, structures and buildings; and if such structures are required to be 
removed by Lessee, then Lessee shall, upon the expiration or termination of this Lease, 
immediately restore, and quit, and peacefully surrender possession of, the Premises to 
County in good, usable and buildable condition, consisting of a level, graded buildable 
pad with no excavations, hollows, hills or humps. If County elects to require Lessee to 
remove Improvements hereunder pursuant to the County Removal Notice, Lessee shall, 
no later than the date which is thirty (30) days after Lessee’s receipt of the County 
Removal Notice, provide County with a written plan which sets forth Lessee’s proposed 
method of securing the discharge of Lessee’s removal and restoration obligations 
pursuant to this subsection. Such security plan shall detail (i) the form of security 
proposed by Lessee, which security shall be either a deposit of funds, or a letter of credit, 
bond or other form of security in form and amount, and from an issuer, satisfactory to 
County, and (ii) a schedule satisfactory to County for the delivery by Lessee of the 
security described in clause (i) above, which schedule shall in all events provide for a full 
funding of the security not later than two (2) years prior to the expiration of the Term. 
The amount of the deposit or letter of credit, bond or other security shall be no less than 
the estimated costs to remove the Improvements set forth in the report described above, 
adjusted annually to reflect the increase or decrease, if any, in the ENR Index over the 
ENR Index as of the date of cost estimation set forth in such expert report; provided, 
however, that in no event shall such adjustment result in a deposit or letter of credit, bond 
or other security of an amount less than that set forth in the expert report. Any uncured 
failure by Lessee to deliver the removal and restoration security described in this 
subsection 2.5.2 shall constitute an Event of Default. If County faiIs to elect to require 
Lessee to remove the buildings, structures and Improvements on the Premises as 
provided above, then upon the expiration of the Term, or earlier tennination of the Lease, 
Lessee shall turn over the Premises to County in good and workmanlike condition, 
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consistent with the condition of other buildings, structures and Improvements of 
comparable age and construction quality. 

2.5.3 County’s Right to Remove Improvements. Should Lessee fail to so 
remove said structures, buildings and Improvements and restore the Premises, County 
may sell, remove or demolish the same, in event of which sale, removal or demolition 
Lessee shall reimburse County for any cost or expense thereof in excess of any funds 
received by County through the security above provided and any consideration received 
by County as a result of such sale, removal or demolition. 

2.5.4 Duty to Remove Equipment, Etc. No later than the expiration of the 
Term or sooner termination of this Lease, Lessee shall in any event remove at its cost and 
expense such furniture, equipment and personal property as are not firmly affixed to said 
structures, buildings and Improvements or reasonably necessary for the orderly operation 
of the Premises. Should Lessee fail to so remove said furniture, equipment and personal 
property within said period, and said failure continues for tenthiu-ty (KQ30) days after 
written notice from County to Lessee, Lessee shall lose all right, title and interest in and 
thereto, and County may elect to keep the same upon the Premises or to sell, remove, or 
demolish the same, in event of which sale, removal, or demolition Lessee shall reimburse 
County for its Actual Costs incurred in connection with such sale, removal or demolition 
in excess of any consideration received by County as a result of said sale, removal or 
demolition. 

2.5.5 Title to Certain Improvements Passes to County; Lessee to Maintain. 
As between County and Lessee, title to all utility lines, transformer vaults and all other 
utility facilities constructed or installed by Lessee upon the Premises shall vest in County 
upon construction or installation to the extent that they are not owned by a utility. 
Notwithstanding that title shall vest in County, all utility lines, transformer vaults and all 
other utility facilities (other than any sewer, storm drain or other utility systems which 
have been dedicated to and accepted by County pursuant to a dedication separate from 
this Lease), shall be maintained, repaired, and replaced, if and as needed, by Lessee 
during the Term. 

3. USE OF PREMISES. 

3.1 Specific Primary Use. The Premises shall be used by Lessee for the operation and 
management of(i) a luxury residential apartment project, (ii) boat anchorage facilities, including 
transient boat accommodations and liveaboards, and (iii) such other related and incidental uses as 
are specifically approved by County (collectively, the foregoing shall be referred to herein as the 
“Permitted Uses”). Except as specifically provided herein, the Premises shall be used for no 
other purpose without the prior written consent of County. County makes no representation or 
warranty regarding the continued legality of the Permitted Uses or any of them, and Lessee bears 
all risk of an adverse change in Applicable Laws. 

3.2 Prohibited Uses. Notwithstanding the foregoing: 
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3.2.1 Nuisance. Lessee shall not conduct or permit to be conducted any 
private or public nuisance on or about the Premises, nor commit any waste thereon. No 
rubbish, trash, waste, residue, brush, weeds or undergrowth or debris of any kind or 
character shall ever be placed or permitted to accumulate upon any portion of the 
Premises: except in appropriate receptacles intended for such purposes, nor shall any 
portion of the Premises be maintained so as to render said Premises a fire hazard or 
unsanitary, unsightly, offensive, or detrimental to public health and safety, nor shall any 
similar activity be permitted on any adjacent public street or adjacent property. Lessee 
shall be permitted to perform the Redevelopment Work on the Premises, provided that 
such work is conducted in compliance with Article 5 of this Lease. 

3.2.2 Restrictions and Prohibited Uses. Without expanding upon or 
enlarging the Permitted Uses of the Premises as set forth in this Lease, the following uses 
of the Premises are expressly prohibited: 

3.2.2.1 The Premises shall not be used or developed in any 
way which is inconsistent with any applicable governmental or public agency 
requirements; 

3.2.2.2 The Premises shall not be used or developed in any 
way in a manner inconsistent with the Permitted Uses. Without limiting the 
foregoing, no part of the Premises shall be used by any person for any adult 
entertainment purposes, as such term refers to graphic, explicit and/or obscene 
depictions of sexual activity; 

3.2.2.3 No improvement on the Premises shall be permitted to 
fall into disrepair and all Improvements shall at all times be kept in good 
condition and repair consistent with the requirements of Section IO. 1 of this 
Lease; 

3.2.2:4 No condition shall be permitted to exist upon the 
Premises which shall induce, breed or harbor infectious plant diseases, rodents, or 
noxious insects and Lessee shall take such measures as are appropriate to prevent 
any conditions from existing on the Premises which create a danger to the health 
or safety of any persons residing or working at, or persons patronizing, the 
Premises; 

3.2.2.5 Without the prior written approval of Director, no 
antennae or other device for the transmission or reception of television signals or 
any other form of electromagnetic radiation shall be erected, used or maintained 
by Lessee outdoors above ground on any portion of the Premises, whether 
attached to an improvement or otherwise; provided that the foregoing requirement 
to obtain Director’s approval as to any antennae or other transmission or reception 
devices shall be inapplicable to the extent that such requirement violates 
Applicable Law; 

[6X&20.-9)634 120. I4 17 
C:\Documents and Settin_es’heintzjably DocumentsW634120 vDOC - Cumulative Black-line of Parcels 1 11-l 12 Restated Lease dot 



3.2.2.6 No tools, equipment; or other structure designed for 
use in boring for water, oil, gas or other subterranean minerals or other 
substances, or designed for use in any mining operation or exploration, shall 
hereafter be erected or placed upon or adjacent to the Premises, except (i) as is 
necessary to allow Lessee to perform its maintenance and repair obligations 
pursuant to this Lease, and (ii) for such boring or drilling as necessary to perform 
water testing or monitoring, or any dewatering program to relieve soil water 
pressure; 

3.2.2.7 Except for the Excluded Conditions and the Seawall, 
no adverse environmental condition in violation of Applicable Laws shall be 
permitted to exist on any portion of the Premises, nor shall any toxic or hazardous 
wastes be permitted to be generated, treated, stored, disposed of, or otherwise 
deposited in or on or allowed to emanate from the Premises or any portion 
thereof, including, without limitation, into the surface waters and subsurface 
waters thereof, provided, however, that toxic or hazardous substances may be 
stored or used, so long as such storage and use is (a) ancillary to the ordinary 
course of business of an otherwise Permitted Use with the intent that such 
substances will be used in the ordinary course of business, and (b) conducted in 
compliance with all Applicable Laws; and 

3.2.2.8 The following uses shall not be permitted: (a) fuel 
sales; (b) boat or vehicle repair, other than minor servicing or owner maintenance; 
(c) live bait sales; or (iv) commercial sportfishing and tour boats. 

3.3 Active Public Use. The parties acknowledge that the ultimate objective of this 
Lease is the complete and continuous use of the facilities and amenities located in Marina de1 
Rey by and for the benefit of the public, without discrimination as to race, gender or religion, 
along with the generation and realization of revenue therefrom. Accordingly, Lessee agrees and 
covenants that it will operate the Premises fully and continuously in light of these objectives, 
consistent with the operation of luxury residential apartment and boat anchorage facilities, and 
that it will use commercially reasonable efforts so that County may obtain maximum revenue 
therefrom as contemplated by this Lease. In the event of any dispute or controversy relating 
hereto, this Lease shall be construed with due regard to the aforementioned objectives. 

3.4 Days of Operation. The Promenade (as defined in Section 15.19) shall be open 
every day of the year. Lessee shall maintain a dockmaster on duty in accordance with a schedule 
approved by County, which approval shall not be unreasonably withheld. Any changes in the 
days and/or hours of operation of the Promenade and/or dockmaster shall be subject to the 
written approval of County. 

3.5 Signs and Awnings. Any and all art, displays, identifications, monuments, 
awnings, advertising signs and banners which are placed on, or are visible from, the exterior of 
the Premises shall be only of such size, design, wording of signs and color as shall have been 
specifically submitted to and approved by Director (and to the extent required under then 
Applicable Law, the Design Control Board), whether pursuant to Article 5 of this Lease or 
otherwise, in writing, prior to the erection or installation of said art, sign, display, identification, 
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monument, awning or advertising sign. Director shall not unreasonably withhold its approval of 
the matters described in this Section 3.5. Any dispute as to whether Director has unreasonably 
withheld its approval of a matter described in this Section 3.5 shall be submitted to arbitration 
pursuant to Article 16 of this Lease. 

3.6 Compliance with Regulations. Lessee shall comply with all Applicable Laws and 
shall pay for and maintain any and all licenses and permits related to or affecting the use, 
operation, maintenance, repair or improvement of the Premises. Without limitation of the 
foregoing, Lessee shall comply with (i) all conditions and requirements of Coastal Development 
Permit Nos. A-5-MDR-00-472 and , which conditions and requirements are attached to this 
Lease as Exhibit L and incorporated herein by this reference, (ii) all public access requirements 
of the Marina de1 Rey Local Coastal Program, as amended, and (iii) the conditions and 
requirements of any Coastal Development Permit issued in connection with the Anchorage 
Facilities replacement work described in subsection 5.2.4 of this Lease. During the Term Lessee 
shall also comply with the Senior Affordable Mousing Covenant executed by Lessee on or about 
the Effective Date pursuant to Section 9 of the Option Agreement, as such covenant may be 
modified in accordance with the terms and provisions of such Section 9. 

3.7 Rules and Regulations. Lessee agrees to comply with such other reasonable rules 
and regulations governing the use and occupancy of the Premises as may be promulgated by 
County from time to time for general applicability on a non-discriminatory basiS to other 
residential apartment and/or boat anchorage facilities in Marina de1 Rey, and delivered in writing 
to Lessee. Any dispute as to whether County has acted unreasonably in connection with the 
matters described in this Section 3.7 shall be submitted to arbitration pursuant to Article 16 of 
this Lease. 

3.8 Reservations. Lessee expressly agrees that this Lease and all rights hereunder 
shall be subject to all prior encumbrances, reservations, licenses, easements and rights of way 
existing as of the dates of the respective Existing Leases or otherwise referenced in this Lease in, 
to, over or affecting the Premises for any purpose whatsoever, and also subject to any other 
encumbrances, reservations, licenses, easements and rights of way consented to by Lessee. 

Without limiting the foregoing, Lessee expressly agrees that this Lease and all 
rights hereunder shall be subject to all prior matters of record and the right of County or City 
existing as of the Effective Date or otherwise disclosed to or known to Lessee, as their interests 
may appear, to install, construct, maintain, service and operate sanitary sewers, public roads and 
sidewalks, fire access roads, stonn drains, drainage facilities, electric power lines, telephone 
lines and access and utility easements across, upon or under the Premises, together with the right 
of County or the City to convey such easements and transfer such rights to others. 
Notwithstanding the foregoing or anything herein to the contrary, County agrees to cooperate 
with Lessee, at Lessee’s cost, in Lessee’s efforts to address title matters, if any, which would 
prevent Lessee from proceeding with the redevelopment of the Premises in accordance with the 
Redevelopment Work, as long as such efforts do not materially adversely affect the County (e.g., 
cooperating with Lessee in the relocation at Lessee’s cost of any easements which interfere with 
the Redevelopment Work, to the extent such relocation is reasonably acceptable to County). 
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County and Lessee expressly acknowledge that the Premises is leased by County 
to Lessee subject to certain reservations by the County set forth in the legal description to the 
Premises attached to this Lease as Exhibit At including without limitation, reservations by the 
County of a right of way over the location of Bora Bora Way and easements or other rights of 
way for sewer line improvements (the “Bora Bora Way/Sewer Line Reservations”). Based upon 
Lessee’s Preliminary PIans for the Redevelopment Work that have been approved by the County, 
portions of the Bora Bora Way/Sewer Line Reservations will need to be relocated to 
accommodate the Redevelopment Work. Such relocation shall be to the new locations for such 
improvements shown in the Final Redevelopment Work Plans and Specifications approved by 
the County. At such time as construction of Bora Bora Way and the sewer line is substantially 
completed and such improvements are ready for their intended uses at the new locations shown 
on the Final Redevelopment Plans and Specifications, County and Lessee shall execute an 
amendment to this Lease modifying Exhibit A to change the location of the Born Bora 
Way/Sewer Line Reservations to the new locations of such improvements. The Director shall 
have the authority to execute such Lease amendment on behalf of County. Any such amendment 
shall bind all Encumbrance Holders of the Lessee’s leasehold estate as of the date of this Lease 
who have consented to this Lease and any Encumbrance Holder of the Lessee’s leasehold estate 
subsequent to the date of this Lease. Should any other easements or rights of way be required to 
be relocated due to any portion of the Redevelopment Work approved by County, such 
relocation shall be governed by this Section 3.8. 

4. PAYMENTS TO COUNTY. 

4.1 Net Lease. The parties acknowledge that the rent to be paid by Lessee under this 
Lease is intended to be absolutely net to County. The rent and other sums to be paid to County 
hereunder are not subject to any demand, set-off or other withholding, except as expressly set 
forth in Section 2.3 of this Lease. Except as specifically set forth herein, Lessee shall be solely 
responsible for all capital costs (including, without limitation, all structural and roof repairs or 
replacements) and operating expenses attributable to the operation and maintenance of the 
Premises, including without limitation the parking areas included within the Premises. 

4.1.1 Utilities. In addition to the rental charges as herein provided, Lessee 
shall pay, or cause to be paid, all utility and service charges for furnishing water, power, 
sewage disposal, light, telephone service, garbage and trash collection and all other 
utilities and services, to said Premises. 

4.1.2 Taxes and Assessments. Lessee agrees to pay before delinquency all 
lawful taxes, assessments, fees, or charges which at any time may be levied by the State, 
County, City or any tax or assessment levying body upon any interest in this Lease or any 
possessory right which Lessee may have in or to the Premises covered hereby or to the 
Improvements thereon for any reason, as well as all taxes, assessments, fees, and charges 
on goods, merchandise, tixtures, appliances, equipment, and property owned by it in, on 
or about the Premises. Lessee’s obligation to pay taxes and assessments hereunder shall 
include but is not limited to the obligation to pay any taxes and/or assessments, or 
increases in taxes and/or assessments arising as a result of the grant to Lessee of the 
Option or Lessee’s exercise thereof. Lessee shall have the right to contest the amount of 
any assessment imposed against the Premises or the possessory interest therein; provided, 
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however, the entire expense of any such contest (including interest and penalties which 
may accrue in respect of such taxes) shall be the responsibility of Lessee. 

The parties acknowledge that the Premises are and shall continue to be subject to 
possessory interest taxes, and that such taxes shall be paid by Lessee. This statement is intended 
to comply with Section 107.6 of the Revenue and Taxation Code. Lessee shall include a 
statement in all Subleases to the effect that the interests created therein may also be subject to 
possessory interest taxes, and that the Sublessee shall be responsible for any and all possessory 
interest taxes on the Sublessee’s interest; however, Lessee acknowledges that the payment of 
such possessory interest taxes is the ultimate responsibility of Lessee. 

4.2 Rental Payments. Throughout the Term, for the possession and use of the 
Premises granted herein, Lessee shall pay County a monthly amount equal to the greater of (a) 
Monthly Minimum Rent or (b) Percentage Rent. 

4.2.1 Annual Minimum Rent and Monthly Minimum Rent. Lessee shall 
pay to County the minimum rent described in this subsection 4.2. I (subject to adjustment 
pursuant to Sections 4.2.3 and 4.4 below) during each Lease Year of the Term (the 
“Annual Minimum Rent”). Annual Minimum Rent shall be payable by Lessee to County 
on a monthly basis in equal installments of one-twelfth iI/1 2th) of the Annual Minimum 
Rent (the “Monthly Minimum Rent”). During each Lease Year (or portion thereof) 
during the period from the Effective Date through the day preceding the third (3rd) 
anniversary of the Effective Date, the Annual Minimum Rent shall be equal to the 
product of (a) the average of the total Annual Rent payable by Lessee for the three (3) 
Lease Years preceding the Effective Date, multiplied by (b) .75. From and after the third 
(3rd) anniversary of the Effective Date, the Annual Minimum Rent shall be as set forth in 
Sections 4.2.3 and 4.4 below. 

4.2.2 Percentage Rent. For the purposes of this Lease, “Percentage Rent” 
for any given month or year shall be defined as the sum of the amounts set forth in this 
Section. Gross Receipts (as defined herein) from each transaction, sale or activity of 
Lessee and/or any sublessee shall be reported under one or more of the following 
percentage categories, as applicable. It is understood that Article 3 of this Lease provides 
for the Permitted Uses of the Premises and that the percentage categories listed below are 
not all applicable to this Lease and are in no way intended to expand or modify the 
Permitted Uses. Director, by Policy Statement and with the approval of Lessee, Auditor- 
Controller and County Counsel, has interpreted and may further interpret the percentage 
categories as set forth in this subsection 4.2.2, with such determinations and 
interpretations to be a guideline in determining the appropriate categories. Within fifteen 
(15) days after the close of each and every calendar month of the term hereof, Lessee 
shall file a report of Gross Receipts and pay to County a sum equal to the total of the 
following percentages for said previous month, less the amount of monthly installment of 
minimum rent paid for said previous month as provided herein: 

(4 TWENTY FIVE PERCENT (25%) of Gross Receipts or other fees for the 
rental or use of boat slips, anchorages, moorings, dockside storage space, and such other 
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facilities and services ancillary thereto as are generally provided in common to tenants 
thereof, including receipts obtained from persons who live on their boats; 

tb) TWENTY PERCENT (20%) of Gross Receipts from the rental or other 
fees charged for the use of dry storage facilities, landside storage space, boats, motors, 
tackle, recreational equipment, tools, equipment, launch and retrieving of small boats and 
from the sale of live bait; 

cc> TEN AND ONE-HALF PERCENT (10.5%) of Gross Receipts or other 
fees charged for (1) the occupancy of apartments, (2) the rental or use of meeting rooms, 
or (3) the rental or use of land and/or water or facilities for activities not otherwise 
provided for in this section, such as but not limited to television, motion pictures or other 
media filming purposes; 

(cl) TEN PERCENT (10%) of Gross Receipts or other fees charged for the 
occupancy of (1) offices utilized for banking, financial or investment activities, internal 
clerical or administrative activities (other than Lessee’s management office), business 
enterprises, real estate and insurance brokerage, legal, medical, engineering, travel 
agencies, yacht club purposes, or similar uses; or (2) restaurants, stores, shops, or other 
commercial establishments; provided that, except as provided in subsection 4.2.2.5, 
Gross Receipts or other fees charged for the occupancy of restaurants, stores, shops or 
other commercial establishments shall not be included in the calculation of Percentage 
Rent under this subsection (cl) if the Gross Receipts from the operation of such 
businesses are required to be reported under other subsections of this Section; 

(4 PERCENT c_“+) of Gross Receipts from the sale of new 
or used boats, boat trailers, house trailers and trailer cabanas including credits for used 
items taken in trade as part payment for new items, as reflected in the bill of sale. 
However, the trade-in allowance for such used item taken in trade may be deducted from 
the sale price of said used item, provided said used item is sold within one hundred 
twenty (120) days of the date of the bill of sale which established said trade-in allowance; 

(e) The greater of(i) FIVE PERCENT (5%) of commissions or other fees 
earned from boat brokerage, car rental agencies, marine insurance commissions where 
the sale of insurance is conducted in conjunction with boat sales and/or boat brokerage, 
laundry and dry cleaning commissions and other similar activities where earnings are 
normally on a commission basis when said activity is approved in advance by Director, 
or (ii) $. 15 per month per square foot of space occupied for the uses described in this 
subsection (e), including the square footage of any outdoor display area dedicated to such 
use; 

(0 FIVE PERCENT (5%) of Gross Receipts received by Lessee or sublessee, 
or TWENTY PERCENT (20%) of any commissions or fees collected by Lessee, from 
service enterprises, including, without limitation, cable, intemet, satellite, 
telecommunication, telephone and other utility services, and valet parking services; 

[6341-28:9]634120.14 22 
C:\hcuments and Seltin_psbeint~~a!hly Documents\#634120 FDOC Cumulative Black-line of Parcels I II-1 12 Restated Lense.doc 



(9) SIX PERCENT (6%) of Gross Receipts received by Lessee or sublessee, 
or TWENTY PERCENT (20%) of any commissions or fees collected from commercial 
boating activities including, but not limited to, charter boat, bareboat charters and 
sportfishing boats; 

th) FlVE PERCENT (5%) of Gross Receipts received by Lessee or sublessee 
or TWENTY-FIVE PERCENT (25%) of any commissions or other fees collected for the 
installation and/or operation of coin-operated vending or service machines, including pay 
telephones; 

(9 TEN PERCENT (10%) of Gross Receipts from the operation of a bar, 
tavern, cocktail lounge, discotheque, night club or other facilities engaged primarily in 
the on-premises sale of alcoholic beverages except as provided for in subsection (j); 

t-9 THREE AND ONE-HALF PERCENT (3x%) of Gross Receipts from the 
operation of restaurants, restaurant/cocktail lounge combination, coffee shops, beach and 
theater food facilities, except that Gross Receipts from facilities established and operated 
as a take-out food operation shall be reported under subsection (s); a “take-out food 
operation” shall mean a restaurant or other food operation a majority of the Gross 
Receipts from which are derived from the sale of food or beverages to be consumed off- 
site; 

(k) Intentionally omitted; 

(1) Intentionally omitted; 

(m) FIFTEEN PERCENT (15%) of Gross Receipts from club dues, initiation 
fees, and assessments, except that separate assessments for capital improvements may be 
exempted; provided that to qualify for such an exemption Lessee must comply with the 
“Criteria for Eligibility for Exemption of Special Assessments from Gross Receipts” 
issued by the Director; 

(4 PERCENT c_“h) of Gross Receipts or other fees 
charged from the operation of sightseeing boats, tour boats or water taxis; 

Intentionally omitted; 

(P) PERCENT (A) of Gross Receipts or other fees 
charged by authorized boat repair yards, including repair, painting, tugboat, salvage and 
boat pump-out services and similar activities; 

(4) FIVE PERCENT (5%) of Gross Receipts of cover charges or other fees 
charged for admission to facilities featuring entertainment, excluding movie theaters, 
whose Gross Receipts shall be reportable under subsection (s); 

(I-1 TWENTY PERCENT (20%) of Gross Receipts from parking fees, except 
that (1) parking fees or charges, if any, which are collected in conjunction with an 
activity the Gross Receipts from which are required to be reported in a percentage 
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category higher than twenty percent (20%) shall be included in Percentage Rent at such 
higher percentage; and (2) valet parking charges, fees and tips shall not be included in 
Percentage Rent under this subsection, but instead shall be included in Percentage Rent 
under subsection (f) above; 

(s) FIVE PERCENT (5%) of Gross Receipts from the sale of miscellaneous 
goods and services consistent with the Permitted Uses but not specifically provided for 
elsewhere in this Section: 

(sl) FIVE PERCENT (5%) of the Gross Receipts from the operation of all 
stores, shops or boutiques selling items at retail; and, 

(0 The specific percentages set forth above apply to those Permitted Uses of 
the Premises which are applicable as of the Effective Date. Where a specific percentage 
in the foregoing schedule has not been provided, then concurrent with County or 
Director’s approval of a specific additional or related use, Director and Lessee shall 
negotiate in good faith with Lessee to establish the specific percentage to be applied to 
such use. Such percentage shall be the Fair Market Rental Value for such particular use. 
If after good faith negotiations for a thirty (30) day period the Director and Lessee are 
unable to agree on such Fair Market Rental Value, the detennination of the appropriate 
percentage applicable to such use shall be submitted to arbitration pursuant to Article 16 
of this Lease in the manner prescribed herein for the resolution of disputes concerning 
Fair Market Rental Value. The percentage rent for the additional or related use as 
determined pursuant to this subsection (t) shall remain in effect until the next 
Renegotiation Date. 

4.2.2.1 Other Activities. If Director or Lessee determine & 
their reasonab&discretion that a percentage of Gross Receipts is not suitable or 
applicable for a particular activity not described above, although permitted 
hereunder, Director and Lessee shall mutually establish a minimum monthly 
payment to County as payment for the privilege of engaging therein, which shall 
remain effective until the next Renegotiation Date. Said minimum monthly 
amount shall be reasonable in accordance with the revenue generated by such 
activity and shall be included in Percentage Rent, as determined hereunder, in lieu 
of a percentage of Gross Receipts therefor. 

4.2.2.2 Accountinp Records and Procedures. Lessee agrees to 
and shall comply with, and shall cause all of its sublessees, licensees, permittees 
and concessionaires to agree to and comply with, the recordkeeping and 
accounting procedures, as well as the inspection and audit rights granted to 
County, set forth in Article 14 of this Lease. 

4.2.2.3 Gross Receipts. Except as herein otherwise provided, 
the term “Gross Receipts” as used in this Lease means all money, cash receipts, or 
other things of value, including but not limited to gross charges, sales, rentals, 
common area maintenance payments, operating expense reimbursements, fees and 
commissions made or earned by Lessee and/or all its assignees, Sublessees, 
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licensees, permittees or concessionaires, from any business, use, occupation or 
any combination thereof, originating, transacted, or performed in whole or in part, 
OJI the Premises, inciuding but not limited to rentals, the rendering or supplying of 
services and the sale of goods, wares or merchandise, calculated in accordance 
with the accounting method described in the last sentence of Section 14.1. 

(1) Except as otherwise set forth herein, there shall 
be no deduction from Gross Receipts for any overhead or cost or expense of 
operation, such as, without limitation, salaries, wages, costs of goods, interest, 
debt amortization, rent credit (but the value of any free rent period shall not be 
imputed as Gross Receipts), collection costs, discounts from credit card 
operations, insurance and taxes. 

(2) Gross Receipts shall not include direct taxes 
imposed upon the consumer and collected therefrom by Lessee such as, without 
limitation, retail sales taxes, excise taxes, or related direct taxes paid petiodically 
by Lessee to a governmental agency accompanied by a tax return statement. 

(3) Gross Receipts reported by Lessee and its 
Sublessees, assignees, licensees, Lessees and permittees must include the usual 
charges for any services, goods, rentals or facilities provided by Lessee or its 
Sublessees, assignees, licensees, concessionaires or permittees. Bona fide bad 
debts actually accrued by Lessee for amounts owed by subtenants, assignees, 
licensees concessionaires or permittees may be deducted from Gross Receipts to 
the extent that such amounts have been previously reported as Gross Receipts; 
however, there shall be no deduction for bad debts based on past experience or 
transfer to a bad debt reserve. Subsequent collection of bad debts previously not 
reported as Gross Receipts shall be included in Gross Receipts at the time they are 
collected. 

following items: 
(4) Gross Receipts shall not include any of the 

a. goods returned to suppliers or which are 
delivered for resale (as opposed to delivery) to another retail location or to a 
warehouse or to any retailers without profit to Lessee, where such returns or 
deliveries are made solely for the convenient operation of the business of Lessee 
or sublessee and not for the purpose of consummating a sale made in, about or 
from the Premises; 

b. an amount equal to the cash refunded or 
credit allowed on merchandise returned by customers and accepted by Lessee, or 
the amount of cash refunded or credit allowed thereon in lieu of Lessee’s 
acceptance thereof, but only to the extent that the sales relating to such 
merchandise were made in, about or from the Premises; provided that whenever 
Lessee accepts a credit slip as payment for goods or services, the amount of credit 
shall be included in Gross Receipts; 
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C. sales of fixtures, equipment or property 
which are not Lessee’s stock in trade; 

d. receipts from insurance claims other than 
rental interruption or business interruption insurance related to the replacement of 
Gross Receipts; 

e. interest earned by Lessee on funds arising 
from the Premises or the use thereof, deposited or maintained by Lessee in banks 
or similar financial institutions; 

f. the Cost of Lessee’s subtenants’ 
submetered electricity, provided (I) each subtenant’s obligation to reimburse 
Lessee for such subtenant’s electrical charges is separate and apart from such 
tenant’s obligation to pay rent for its occupancy of the Premises; (2) the 
reimbursed sum is in an amount equal to the Cost of the subtenant’s electricity; 
and, (3) the receipt is actually credited against the cost of the subtenant’s 
electricity. For the purpose of the foregoing sentence, the “Cost” of the 
subtenant’s electricity shall mean the actual costs incurred by Lessee, exclusive of 
overhead and general and administrative expenses, in paying the portion of the 
respective utility’s electric bill that is allocable to the subtenant based on such 
subtenant’s submetered consumption of electricity, and in paying the portion of 
any third party submeter reading and service charge to each submeter that is 
actually read and a direct allocation of the submeter service charge to each such 
submeter that is serviced. County shall have the right to approve all submeters 
and to challenge the legitimacy or amount of any Cost, and all disputes regarding 
such County approvals or challenges, if not resolved by the parties within thirty 
(30) days after notice to Lessee of such disapproval or challenge, shall be resolved 
by arbitration pursuant to Article 16 of this Lease. The terms and provisions of 
this paragraph f shall also be applicable to other submetered utility charges to the 
extent that it is customary for subtenants to be responsible for such other utility 
charges. 

is- amounts received for services rendered by 
a Sublessee of an individual apartment unit or_owner_ofa.boat,.~n connection with 
the operation by such Sublessee of an in-home business in such apartment unitor - 
boat, as long as the primary purpose of Sublessee’s use of the apartment unit= 
owner’s use of the boat is for residential occupancy and such in-home business is 
an incident to such residential use. 

4.2.2.4 Excess Payments Credit. If rent payments actually 
made by Lessee in a particular Lease Year exceed the total rentals actually due for 
that year as computed on an annual basis at the end of each Lease Year, Lessee 
shall be permitted to credit that excess amount (“Excess Percentage Rent 
Payment”) against the succeeding monthly installments of Percentage Rent 
otherwise due under this subsection 4.2.2 until such time as the entire Excess 
Percentage Rent Payment has been recouped. If Lessee makes an Excess 
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Percentage Rent Payment in the final Lease Year of the Term, County shall 
refund such amount to Lessee within thirty (30) days of its discovery and 
verification of such overpayment. 

4.2.2.5 Effect of Sublessee, etc. Doing Business. Except as 
specifically provided to the contrary in this Lease, where a sublessee, licensee, or 
permittee is conducting a business or engaged in any use or occupation or any 
combination thereof on Lessee’s leasehold except for those uses or occupations 
delineated under Item (1) of.subsection (cl) of subsection 4.2.2, Lessee shall 
report whichever of the following results in the greater percentage rental: (1) the 
Gross Receipts of each sublessee under one or more of the appropriate 
subsections of this Section; or (2) Lessee’s receipts from each sublessee under 
subsection (c) or (cl) of this Section. 

4.2.2.6 Interest; Etc. Interest, service or late charges collected 
in conjunction with a transaction, sale or activity of Lessee or Sublessee shall be 
reported in the same percentage category as the transaction, sale or activity is 
reported. 

4.2.2.7 Percentage Rent Does Not Affect Pennitted Uses. It is 
understood and acknowledged by Lessee that Section 3.1 of this Lease sets forth 
the Permitted Uses of the Premises by Lessee; thus, the Percentage Rent 
categories listed in subsection 4.2.2 are not all necessarily applicable to this 
Lease and are in no way intended to expand the Permitted Uses. 

4.2.2.5 Policy Statements. Director, by Policy Statement and 
with the approval of Lessee, Auditor-Controller and County Counsel may further 
interpret the definition of gross receipts, with such interpretations to be a 
guideline in implementing the foregoing subsections of this Lease. 

4.2.3 Adiustments to Annual Minimum Rent. As of the third (3rd) 
anniversary of the Effective Date and continuing each third (3rd) consecutive anniversary 
thereafter until the first Renegotiation Date, and thereafter each third (3rd), sixth (6th) 
and ninth (9th) anniversaries of each Renegotiation Date (each an “Adjustment Date” and 
collectively the “Adjustment Dates”), the Annual Minimum Rent shall be adjusted as 
provided in this subsection 4.2.3. The Annual Minimum Rent shall be adjusted as of 
each Adjustment Date to the amount which equals seventy five percent (75%) of the 
average of the scheduled total annual rent due (including Monthly Minimum Rent and 
Percentage Rent) from Lessee to County under Section 4.2 of this Lease during the thirty 
six (36) month period immediately preceding the Adjustment Date. 

4.3 Deferral of Rent. During the period from the Effective Date through the Trigger 
Date (the “Deferral Period”) Lessee shall be entitled to defer that portion (the “Deferred Rental 
Amounts”) of the Annual Rent actually payable for each month (calculated after any reduction in 
Annual Rent taken in the form of abatements pursuant to Section 2.3 above) which exceeds the 
Base Rent Amount (as defined below) then in effect. For purposes of the administration of this 
Section 4.3 and Section 2.3 above, the amount of Annual Minimum Rent or Percentage Rent 
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credits to which Lessee is entitled under Section 2.3 shall be calculated first and subtracted from 
the Annual Rent payable under this Lease, and then such remaining Annual Rent shall be 
compared to the Base Rent Amount to determine whether any portion of such remaining Annual 
Rent is eligible for deferral pursuant to this Section 4.3. The “Base Rent Amount” shall mean (i) 
the total Annual Rent payable under this Lease for calendar year 1998, adjusted on an annual 
basis on January 1 of each year to reflect the percentage change in the Consumer Price Index 
from December, I998 to the month of December immediately preceding each such January 1 
adjustment date, divided by (ii) 12. All Deferred Rental Amounts shall not be required to be 
paid by Lessee on a current basis, but instead shall be due and payable on the Trigger Date, with 
interest, which interest shall accrue at the Prime Rate for the period from the date the Deferred 
Rental Amounts would have been due and payable but for the deferral described in this Section 
4.3 and continuing until the date of actual payment. Deferred Rental Amounts shall initially be 
calculated on a monthly basis as described in this Section 4.3, but shall be reconciled on a 
calendar year basis (or on a partial calendar basis for any partial calendar years in the Deferral 
Period) such that the aggregate Annual Rent deferred as Deferred Rental Amounts for each such 
calendar year is the same amount as would have been deferred if the calculation of Deferred 
Rental Amounts for such year had been made on an annual basis. Any amounts deferred on a 
monthly basis in excess of the aggregate Deferred Rental Amounts calculated on an annual basis 
shail be paid by Lessee promptly upon the completion of such reconciliation, with interest at the 
Prime Rate, which interest shall be calculated based on the assumption that all excess deferrals 
would have been payable on an imputed payment date of July &I of the relevant year, regardless 
of the actual month to which they may relate. The outstanding unpaid balance of the Deferred 
Rental Amounts may be prepaid by Lessee, in whole or in part, at any time. Notwithstanding 
any contrary provision of this Section 4.3, during any period during which an Event of Default 
remains uncured, all Annual Minimum Rent and Percentage Rent payable under Section 4.2 of 
this Lease shall be payable on a current basis and there shall be no deferral permitted under this 
Section 4.3. In addition, on the occurrence of an Event of Default, County shall have the right to 
declare the then outstanding balance of the Deferred Rental Amounts (including both principal 
and accrued interest) immediately due and payable. 

4.4 Renegotiation of Annual Minimum and Percentage Rents. Effective on the 
twentieth (20th) anniversary of the date of the receipt of the certificate(s) of occupancy for at 
least fifty percent (50%) of the New Apartments, and each tenth (10th) anniversary thereafter 
(each a “Renegotiation Date” and collectively, the “Renegotiation Dates”), the Annual Minimum 
Rent and Percentage Rent shall be readjusted to the Fair Market Rental Value (as defined below) 
of the Premises. 

4.4.1 Fair Market Rental Value. As used herein, “Fair Market Rental 
Value” shall mean, as of each Renegotiation Date, the fair market rent (including an 
annual minimum rent), expressed as respective percentages of Gross Receipts in 
accordance with the categories enumerated in subsection 4.2.2, which the Premises (with 
any and all Improvements existing thereon deemed to be owned by County as of the 
Renegotiation Date) would bring, on an absolute net basis, taking into account the 
Permitted Uses, all relevant and applicable County policies and all of the other terms, 
conditions and covenants contained in the Lease, if the Premises were exposed for lease 
for a reasonable time on an open and competitive market to a lessee for the purpose of the 
Permitted Uses, where County and the respective tenant are dealing at arms length and 
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neither is under abnormal pressure to consummate the transaction, together with all 
restrictions, franchise value, earning power and all other factors and data taken into 
account ~JI accordance with California law applicable from time to time to eminent 
domain proceedings. 

4.4.2 Renegotiation Period. Not more than one (1) year nor less than nine 
(9) months prior to the Renegotiation Date, Lessee shall deliver to County written notice 
setting forth Lessee’s determination of the Fair Market Rental Value of the Premises. 
Lessee’s notice shall inchide a list of comparable properties and/or complete copies of 
any appraisals which it has utilized in its determination, together with such other 
information regarding such comparable properties or the Premises as Lessee deems 
relevant or as may be reasonably requested by County. Within one hundred twenty (120) 
days after receipt of Lessee’s notice, if County disagrees with Lessee’s determination, 
County shall deliver to Lessee written notice of such disagreement, together with 
County’s determination of Fair Market Rental Value and a list of comparable properties 
and/or complete copies of any appraisals which it has utilized in its determination, 
together with such other information regarding such comparable properties or the 
Premises as County deems relevant or as may be reasonably requested by Lessee, to the 
extent available to County. If County fails to deliver to Lessee notice of its disagreement 
within the aforementioned period and such failure continues for fifteen (15) days after 
receipt of written notice from Lessee, then Lessee’s determination of Fair Market Rental 
Value shall be binding on County as of the Renegotiation Date; provided, however, that 
Lessee’s notice to County shall conspicuously state in bold faced type that such 
detennination of Fair Market Rental Value shall be binding on County unless County 
delivers notice of its disagreement within such fifteen (15) day period. 

If Lessee fails to deliver the notice described in the first sentence of this subsection, 
setting forth Lessee’s detemunation of Fair Market Rental Value, and such failure 
continues for fifteen (I 5) days after receipt of written notice from County, then County 
shall submit its detennination of Fair Market Rental Value to Lessee, and Lessee shall 
have fifteen (15) days to deliver to County written notice of Lessee’s agreement or 
disagreement with County’s determination. If Lessee fails to deliver notice of such 
disagreement within such fifteen (15) day period and County’s notice to Lessee 
conspicuously stated in bold faced type that such determination of Fair Market Rental 
Value shall be binding on Lessee unless Lessee delivers notice of its disagreement within 
such fifteen (15) day period, then County’s determination of Fair Market Rental Value 
shall be binding on Lessee as of the Renegotiation Date. 

4.4.3 Negotiation of Fair Market Rental Value. If County (or Lessee, as the 
case may be) does so notify Lessee (or County, as the case may be) of its disagreement as 
provided in subsection 4.4.2, County and Lessee shall have sixty (60) days from the end 
of the applicable response period in which to agree upon the Fair Market Rental Value 
for the Premises. County and Lessee shall negotiate in good faith during said sixty (60) 
day period. If the parties do so agree, they shall promptly execute an amendment to this 
Lease setting forth the Fair Market Rental Value so jointly detennined, to be effective 
upon the Renegotiation Date. Director shall be authorized to execute any such 
amendment 011 behalf of County. During the period of negotiation, Lessee shall abide by 
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all of the terms and conditions of this Lease, including but not limited to the obligation to 
continue to pay to County Annual h4inimum Rent and Percentage Rent at the then- 
existing levels. 

4.4.4 Arbitration. If County and Lessee fail to reach agreement during the 
sixty (60) day period set forth in subsection 4.4.3, then, unless the parties agree 
otherwise, the Fair Market Rental Value of the Premises shall be determined by 
arbitration as set forth in Article 16 of this Lease and the parties shall execute an 
amendment to this Lease setting forth the Fair Market Rental Value as determined by 
arbitration. In order to determine the Fair Market Rental Value of the Premises, the 
arbitrator shall take into consideration all of the terms, conditions and covenants of this 
Lease, the earning power and all of the factors and data relating to such value required or 
proper to be considered in determining the fair rental value of leaseholds under the laws 
of eminent domain in the State of California. During the period of arbitration, County 
and Lessee shall abide by all of the terms and conditions of this Lease, including but not 
limited to Lessee’s obligation to pay to County Annual Minimum Rent and Percentage 
Rent at then existing levels. 

4.4.5 Retroactivity. In the event that, pursuant to subsections 4.4.3 or 4.4.4 
hereof, the parties execute an amendment to this Lease setting forth the Fair Market 
Rental Value and the Annual Minimum Rent, such amendment, if executed prior to the 
Renegotiation Date, shall be effective as of the Renegotiation Date; if executed after the 
Renegotiation Date, such amendment shall be retroactive to the Renegotiation Date. In 
the event that such amendment is executed after the Renegotiation Date, then, within 
seven (7) days after such execution, Lessee shall pay to County, or County shall at its 
election pay or credit to Lessee, the difference, if any, between (a) such Fair Market 
Rental Value for the Premises and (b) the actual Annual Minimum Rent and Percentage 
Rent paid by Lessee to County, for the period of time from the Renegotiation Date until 
the date of such payment. Lessee (with respect to overpayments) or County (with respect 
to under-payments) shall further be entitled to interest on each portion of such payment 
from each date on which the applicable rental payments were payable under this Lease to 
the date paid or credited, whichever is applicable, at the following rates: 

(1) the interest rate applicable to the first six (6) 
months following the Renegotiation Date shall be equal to the average daily rate 
for the non-restricted funds held and invested by the Treasurer and Tax Collector 
of Los Angeles County during that period, computed by the Auditor-Controller 
(“County Pool Rate”); and, 

(2) the interest rate applicable to any period of time 
in excess of six (6) months following the Renegotiation Date shall be the average 
prime rate of interest published in the Wall Street Journal (the “Prime Rate”) plus 
one percent (I %) for the period between the date which is six (6) months after the 
Renegotiation Date and the date of payment. 

4.5 Payment and Late Fees. Monthly Minimum Rent shall be paid by Lessee in 
advance. Payments of Minimum Monthly Rent shall be received by County on or before the first 

[634120-9]634120.14 30 
C:!Llocumenfs and Settings’heinlzja!~ly D~cuments\#634120 vDOC - Cumulative Black-line of Parcels I I I-I 12 Restated Leaxdoc 



day of each calendar month of the Tenn. Percentage Rent shall be paid by Lessee in arrears. 
Percentage Rent due, if any, for a given month of the Term shall be received by County on or 
before the fifteenth day of the calendar month following each month of the Term, calculated as 
follows: the Lessee shall calculate the total Percentage Rent owed to County for the relevant 
month of the Tenn; it shall deduct from said amount the total Monthly Minimum Rent paid to 
County for that same month; if the resulting amount is a positive number, Lessee shall pay that 
amount to County; if that amount is a negative number, no Percentage Rent shall be paid to 
County for that month but nevertheless the Monthly Minimum Rent shall be paid every month of 
the Tenn hereof. Percentage Rent payments shall be reconciled annually at the end of each 
Lease Year, with any Excess Percentage Rent Payments credited as provided in subsection 
4.2.2.4. Payment may be made by check or draft issued and payable to The County of Los 
Angeles, and mailed or otherwise delivered to the Department of Beaches and Harbors, Los 
Angeles County, 13483 Fiji Way, Trailer No. 2, Marina de1 Rey, California 90292, or such other 
address as may be provided to Lessee by County. Lessee acknowledges that County shall have 
no obligation to issue monthly rental statements, invoices or other demands for payment, and that 
the rental payments required herein shall be payable notwithstanding the fact that Lessee has 
received no such statement, invoice or demand. In the event any payment hereunder is not 
received by County by the date due: Lessee acknowledges that County will experience ad’ditional 
management, administrative and other costs that are impracticable or extremely difficult to 
determine. Therefore, a fee (“Late Fee”) of six percent (6%) of the unpaid amount shall be 
added to any amount unpaid when due and payable; provided that the Late Fee shall be waived 
with respect to the first occurrence during any Lease Year of a late payment if such payment is 
received by County within one (1) business day following written notice from County that the 
unpaid amount was not paid by the date due. In addition to any Late Fee, any unpaid rent due 
shall additionally bear interest at an annual rate equal to the Prime Rate plus three percent (3%) 
computed from the date when such amounts were due and payable, compounded monthly, until 
paid. Lessee acknowledges that such Late Fee and interest shall be applicable to all identified 
monetary deficiencies under this Lease, whether identified by audit or otherwise, and that 
interest on such amounts shall accrue from and after the date when such amounts were due and 
payable as provided herein (as opposed to the date when such deficiencies are identified by 
County); provided, howemwith respect- to any~obligationof an~E.ncumbrance Holder in -___ -_ 
connection with the exercise of its cure rights under Article I2 below. interest accrual on any 
particular obliFzationfor periods prior to the Encumbrance Holder’s acquisition of leasehold title .-- 
to the Premises shall be limited to a maximum of three (3) years. -w-- .~~ ._~ .._.. 

4.6 Changes of Ownership and Financing Events. Except as otherwise provided in 
this Section 4.6, each time Lessee proposes either (a) a Change of Ownership or (b) a Financing 
Event, County shall be paid (1) an Administrative Charge equal to the Actual Cost incurred by 
County in connection with its review and processing of said Change of Ownership or Financing 
Event (“Administrative Charge”) and (2) a Net Proceeds Share, in the event County approves 
such proposed Change of Ownership or Financing Event and such transaction is consummated. 
“Net Proceeds Share” shall mean the applicable amount determined pursuant to Section 4.8 of 
this Lease. Changes of Ownership and Financing Events are further subject to County approval 
as provided in Articles 12 and 13 of this Lease. 

4.6. I Change of Ownership. “Change of Ownership” shall mean (a) any 
transfer by Lessee of a five percent (5%) or greater direct ownership interest in this Lease 

f634 120.91634 120.14 31 
C:?Documents and Settin&s’~heintzja\l\Iv DoctmxntsM34120 vDOC Cumulative Black-line of Parcels 11 1-I 12 Restated Lease dot 



or in any Major Sublease, (b) Lessee’s granting of a Major Sublease or (c) any 
transaction or series of related transactions not described in subsections 4.6.1 (a) or (b) 
which constitute an Aggregate Transfer of fifty percent (50%) or more of the beneficial 
interests in, or a Change of Control of, Lessee, this Lease or a Major Sublease. For the 
purposes of this Lease, “Change of Control” shall refer to a transaction whereby the 
transferee acquires a beneficial interest in Lessee, this Lease or a Major Sublease which 
brings its cumulative beneficial interest in Lessee, this Lease or a Major Sublease, as 
appropriate, to over fifty percent (50%). 

4.6.2 Excluded Transfers. Notwithstanding anything to the contrary 
contained in this Lease, Changes of Ownership resulting from the following transfers 
(“Excluded Transfers”) shall not be deemed to create an obligation to pay County a Net 
Proceeds Share or any Administrative Charge: 

4.6.2.1 a transfer by any direct or indirect partner of Lessee as 
of the Effective Date, to any other direct or indirect partner of Lessee as of the 
Effective Date, including in each case to or from a trust for the benefit of the 
immediate family (as defined in subsection 4.6.2.3 below) of such direct or 
indirect partner of Lessee; 

4.6.2.2 a transfer to a spouse in connection with a property 
settlement agreement or decree of dissolution of marriage or legal separation, as 
long as such transfer does not result in a change in the management of Lessee; 

4.6.2.3 a transfer of ownership interests in Lessee or in 
constituent entities of Lessee (i) to a member of the immediate family of the 
transferor (which for purposes of this Lease shall be limited to the transferor’s 
spouse, children, parents, siblings and grandchildren), (ii) to a trust for the benefit 
of a member of the immediate family of the transferor, or (iii) from such a trust to 
the settlor or beneficiaries of such trust or to one or more other trusts created by or 
for the benefit of any of the foregoing persons, whether any such transfer 
described in this subsection 4.6.2.3 is the result of gift, devise, intestate 
succession or operation of law; specifically, but without limitation of the 
foregoing, this subsection 4.6.2.3 shall include transfers of general partnership, 
limited. .pa-tnership or limited ~l-hi!.it~..~~~p~~~~ interests 
in Marina Pacific Associates, or any of its constituent entities, to or among the 
Family Members (as defined in Section 11.4 below); 

4.6.2.4 a transfer of a beneficial interest resulting from public 
trading in the stock or securities of an entity, where such entity is a corporation 
whose stock is traded publicly on a national stock exchange or is traded in the 
over-the-counter market and whose price is regularly quoted in recognized 
national quotation services; provided, however, that this exclusion shall not apply 
to a single transaction or series of related transactions whereby fifty percent 
(50%) or more of the beneficial interests in such entity are transferred, or which 
otherwise effects a Change of Control in such entity; 
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4.6.2.5 a mere change in the form, method or status of 
ownership (other than a transfer of beneficial interests between or among 
individuals and/or entities controlled by such individuals); provided that this 
exclusion shall not apply to a single transaction or series of related transactions 
whereby an Aggregate Transfer of fifty percent (50%) or more of the beneficial 
interests in Lessee, this Lease or a Major Sublease has occurred; or 

4.6.2.6 any transfer resulting from a Condemnation by 
County. 

4.6.3 AEgegate Transfer. “Aggregate Transfer” shall refer to the total 
percentage of the shares of stock, partnership interests, membership interests or any other 
equity interests (which constitute beneficial interests in Lessee, this Lease or a Major 
Sublease, as appropriate) transferred in all transactions (other than those enumerated in 
subsection 4.6.2) occurring since the later of (a) the Effective Date, (b) the execution by 
Lessee of this Lease or a Major Sublease, as appropriate, or (c) the most recent Change of 
Ownership upon which an Administrative Charge was paid to County. Isolated and 
unrelated transfers of less than fifty percent (50%) of the beneficial interests in Lessee, 
this Lease or a Major Sublease, as appropriate, which neither cause a Change of Control 
nor are described in subsection 4.6. I (a), shall not be included within the definition of 
Aggregate Transfers and shall not be considered for purposes of determining whether 
there has been a Change of Ownership. 

4.6.4 Beneficial Interest. As used in this Lease, the “beneficial interest,” 
“beneficial interest in this Lease,” or “beneficial interest in a Major Sublease” shall refer 
to the interests of the natural persons who comprise the ultimate owner or owners of 
Lessee’s interest in this Lease or a Major Sublease, or a Major Sublessee’s interest in a 
Major Sublease, whichever is appropriate, regardless of the form of such ownership and 
regardless of whether such interests are owned through corporations, trusts, partnerships, 
limited liability companies or layers thereof(each.a“constituenf~entity” as used h.erem-); 
provided, however, that if an entity with an ownership interest in the Lease or a Major 
Sublease is a partnership, corporation or limited liability entity (a) whose beneficial 
interest in this Lease or a Major Sublease, whichever is appropriate, comprises less than 
fifteen percent (15%) of its total assets or (b) in which no ten (10) shareholders, partners 
or members together own more than thirty percent (30%) of the partnership interests, 
shares, membership interests or other equity interests in the entity, then for the purposes 
of Sections 4.6 through 4.8 hereof, the entity itself shall be deemed to be the ultimate 
owner of the beneficial interest in this Lease or a Major Sublease, as appropriate, and the 
owners of such entity shall not be treated as the ultimate owners of such beneficial 
interest. 

4.6.4. I Interests Held By Entities. Except as otherwise 
provided herein, an interest in Lessee, this Lease or a Major Sublease held or 
owned by a partnership, limited liability company, corporation or other entity 
shall be treated as owned by the partners, members, shareholders or other equity 
holders of such entity in proportion to their respective equity interests, determined 
by reference to the relative values of the interests of all partners, members, 
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shareholders or other equity holders in such entity. Where more than one layer of 
entities exists between Lessee or a Major Sublessee, as appropriate, and the 
ultimate owners, then the foregoing sentence shall be applied successively to each 
such entity in order to determine the ownership of the beneficial interests in 
Lessee, this Lease or a Major Sublease, as appropriate, and any transfers thereof. 

4.6.4.2 Ownership of Multiple Assets. The proceeds of any 
event constituting or giving rise to a Change of Ownership shall be apportioned to 
this Lease or a Major Sublease, whichever is appropriate, and to any other assets 
transferred in the same transaction in proportion to the relative fair market values 
of the respective assets transferred. The Net Proceeds Share shall be calculated 
only by reference to the amount of such proceeds apportioned to this Lease, a 
Major Sublease or the beneficial interests therein, whichever is appropriate. 

4.7 Calculation and Payment. A deposit of Fifteen Thousand and 00/l 00 Dollars 
($15,000) toward the Administrative Charge shall be due and payable upon Lessee’s notification 
to County of the proposed Change of Ownership (that is not an Excluded Transfer) or Financing 
Event and request for County’s approval thereof. If the transaction is approved, the balance of 
the Administrative Charge, if any, and the Net Proceeds Share shall be due and payable 
concurrently with the consummation of the transaction constituting the Change of Ownership or 
Financing Event giving rise to the obligation to pay such fee, regardless of whether or not money 
is transferred by the parties in connection with such consummation. If County disapproves the 
proposed transaction then, within thirty (30) days after notice of its disapproval, County shall 
deliver to Lessee a written notice setting forth the Administrative Charge (including 
documentation in support of the calculation of the Administrative Charge), together with a 
refund of the amount, if any, of the deposit in excess of the Administrative Charge otherwise 
allowable under Section 4.6. In the event that the Administrative Charge exceeds the deposit, 
then Lessee shall pay County the balance of the Administrative Charge otherwise allowable 
under Section 4.6 within thirty (30) days after receipt of the notice from County setting forth the 
Administrative Charge (including documentation in support of the calculation of the 
Administrative Charge) and any additional supporting documentation reasonably requested by 
Lessee within five (5) business days after its receipt of such notice. Together with its request for 
County approval of the proposed transaction, Lessee, a Major Sublessee or the holder of a 
beneficial interest in this Lease or a Major Sublease, whichever is appropriate, shall present to 
County its calculation of the Net Proceeds Share (if any) anticipated to be derived therefrom, 
which shall include the adjustment to Improvement Costs, if any, which may result from the 
payment of such Net Proceeds Share (“Calculation Notice”). Each Calculation Notice shall 
contain such detail as may be reasonably requested by County to verify the calculation of the Net 
Proceeds Share. Within thirty (30) days after the receipt of the Calculation Notice and all 
information or data reasonably necessary for County to verify the calculations within the 
Calculation Notice, County shall notify the party giving the Calculation Notice as to County’s 
agreement or disagreement with the amount of the Net Proceeds Share set forth therein or the 
related adjustment of Improvement Costs, if any. Failure of County to approve the Calculation 
Notice in writing within such thirty (30) day period shall be deemed to constitute County’s 
disapproval thereof. Failing mutual agreement within thirty (30) days after the expiration of said 
thirty (30) day period, the dispute shall be resolved by arbitration as set forth in Article 16 of this 
Lease in the manner prescribed herein for the resolution of disputes concerning Fair Market 
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Rental Value. In the event County approves a Change of Ownership or Financing Event but a 
dispute exists as to the Net Proceeds Share in respect thereof or the related adjustment, if any, in 
Improvement Costs, then the transaction may be consummated after County has disapproved 
Lessee’s Calculation Notice; provided, however, that (i) Lessee shall remit to County as 
otherwise required hereunder the undisputed portion of the Net Proceeds Share and (ii) Lessee 
shall deposit the disputed portion of the Net Proceeds Share into an interest bearing escrow 
account at the closing of the transaction (or deliver to County a letter of credit or other security 
reasonably acceptable to County in the amount of the disputed portion), which disputed portion 
shall be distributed in accordance with the arbitration of the dispute pursuant to Article 16 of this 
Lease, in the manner prescribed herein for the resolution of disputes concerning Fair Market 
Rental Value. 

4.7.1 Transfer of Less Than Entire Interest. Where a Change of Ownership 
has occurred by reason of the transfer of less than all of an owner’s beneficial interest in 
Lessee, this Lease or a Major Sublease, the Net Proceeds Share shall be due and payable 
with respect to those portions of such beneficial interest that have been acquired by the 
transferee since the latest of (a) the Effective Date, (b) the most recent event creating 
Lessee’s obligation to pay a Net Proceeds Share (including without limitation an approval 
by County of a trnnsfcr at a price which falls below the threshold for paying a Net 
Proceeds Share) with respect to this Lease (or a Major Sublease), or (c) the date which is 
twelve (12) months prior to the transfer which constitutes the Change of Ownership. 

4.7.2 Purchase Money Notes. If the transferor of an interest accepts a note 
made by the transferee of such interest in payment of all or a portion of the acquisition 
cost (a “Purchase Money Note”), such note shall be valued at its face amount; provided 
that if the interest rate on such Purchase Money Note is in excess of a market rate, then 
the value of such note shall be increased to reflect such above-market rate. Any disputes 
between County and Lessee as to whether the interest rate on a Purchase Money Note is 
in excess of a market rate or with respect to the valuation of a Purchase Money Note with 
an above-market rate of interest, shall be settled by arbitration pursuant to Article 16 
below. 

4.7.3 Obligation to Pay Net Proceeds Share and Administrative Charge. 
With respect to a Change of Ownership giving rise to the Administrative Charge and Net 
Proceeds Share, the obligation to pay the Administrative Charge and Net Proceeds Share 
shall be the joint and several obligation of the transferor and transferee. In the event that 
the Administrative Charge or Net Proceeds Share is not paid when due with respect to the 
beneficial interest in this Lease, then County shall have the remedies set forth in Section 
13.3 hereof; provided, however, in the case of a transfer of an interest in Lessee (as 
opposed to a transfer by Lessee of an interest in the Lease or the Premises) in which the 
transferor and transferee fail to pay the Administrative Charge and/or Net Proceeds Share 
due hereunder, as long as Lessee uses its best efforts to cause the payment of the required 
Administrative Charge and Net Proceeds Share to be made, County shall, for a period of 
up to three (3) years following the Change of Ownership, forebear from exercising any 
right to terminate the Lease as a result thereof; provided further that at the end of such 
three (3) year period County shall no longer have any obligation to forebear from 
terminating the Lease if the Administrative Charge and Net Proceeds Share, plus interest 
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as described below, has not been paid in full. An Administrative Charge and Net 
Proceeds Share not paid when due hereunder shall bear interest at the Prime Rate plus 
three percent (3%). For purposes of determining whether County is required to forebear 
from terminating the Lease as described above, Lessee’s obligation to use its best efforts 
to cause the payment of the unpaid Administrative Charge and/or Net Proceeds Share 
shall include the obligation at Lessee’s expense, to institute a legal action against the 
transferor and transferee within ninety (90) days following the date of the transfer and to 
diligently prosecute such legal action to completion. 

4@$.4.~Net Proceeds Share. In the event of a Change of Ownership, the Net Proceeds 
Share shall be the amount by which (a) the greater of(i) five percent (5%) of the gross sale or 
transfer proceeds or other consideration given for the interests transferred (but in the case of a 
transfer to a party affiliated with or otherwise related to the transferor which constitutes a 
Change of Ownership that is not an Excluded Transfer, such consideration shall in no event be 
deemed to be less than the fair value of the interests transferred), or (ii) the sum of (x)twenty 
percent (20%) of the Net Transfer Proceeds from such transfer,p!.us.(y) _th_e-A~~icable..~m_surrt ..__-- 
(as defined belqw), exceeds (b) the Administrative Charge paid by Lessee to County in 
connection with the transaction. With respect to a Financing Event, the Net Proceeds Share (if 
any) shall be the amount by which (I) twenty percent (20%) of the Net Refinancing Proceeds 
from such Financing Event exceeds (II) the Administrative Charge paid by Lessee to County in 
connection with the transaction 

For purposes of this Section 4.J the “Applicable Amount” shall mean the folbwinE (1) 
inthe case of a transfer by Lessee under subsection 4.8.1~ the Applicable Amount shall equal $1, 
4!&00Q;.(2.) in the case of a- transfer by. Lessee under subsection 4,8:2, the-applicable Amount --z-z.- 
shall equal $0; (3) in the-case of a transfer under subsection 4.8.3, theApnlicable Amount shall 1 ~-.. 

under subsection 4.8.4, 
theApp!~c_ab!eAmou~~.~~all he&e. p~o~uct0f~)~$?.,490,C10_~mu!!~p!~edb~./B).the p.ercent.ag a- 
beneficial (direct or indirect) ownership interest in Lessee (or a Maior Sublessee, as apnlicable) - ----- -__- 
that is the subject of the transfer; provided, however. that following the first transfer by Lessee 
under subsection 4.8.1 and/or the am -.-.- _..~. ..__ ~... ~~__ egate transfer of a total of one hundred nerecent (I 00%) of 
the.~~~~~~al-_s.~~ership_ I.n~erestin.L~-~see-u~~er sulrs~~t~.oa~181P.the-~ppli.~abl.~~A.~pun~. f&a, 
transfer under subsection 4.8.4 shall thereafter be $0: 

-4.8.1 Transaction by Original Lessee. In the case of a transfer by Lessee 
(but not a transfer by.a=successor or assignee of Lessee.aaer the.first-Change-of 
Ownership after the Effective Date) constituting a Change of Ownership, “Net Transfer 
Proceeds” shall mean the total cash and other consideration received (but in the case of a 
transfer to a party affiliated with or otherwise related to the transferor which constitutes a 
Change of Ownership that is not an Excluded Transfer, such consideration shall in no 
event be deemed to be less than the fair value of the interests transferred), less the 
following eos~~wwitk-rsspest~to-I:~~ss@efbut~-no~--i~ss~~-essorj-orassi~ees)amounts: ..___- 
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arbit~ationt-~proeeduresse~~~Qsrthi~--i~rtitle 16)4.8.1.1 (11_1_$lo9~mo~O& 
r-presenting the stipurted base amount- for purposes-of determiningIet Transfer 
Proceeds (the “Base Value”), together-p& with(b) the final actual construction 
costs paid by Lessee in connection with the construction of the Redevelopment 
Work, the renovation work described in subsections 5.2.1, 5.2.2, 5.2.3 and 5.2.4, 
other capital renovations to the Premises, or other physical Improvements or 
Alterations to the Premises in compliance with Article 5 herein, to the extent 
applicable (including all hard and soft costs, construction period interest on 
Lessee’s construction loan, and developer fees incurred by Lessee, as long as such 
developer fees do not exceed four percent (4%) of hard construction costs), which 
costs have been submitted to County within thirty (30) days after the completion 
of such Improvements (or in the case of phased construction, within thirty (30) 
days after the completion of the applicable phase), together with a written 
certification from Lessee and Lessee’s construction lender, if any, to the effect 
that such costs are accurate (“Improvement Costs”). Notwithstanding the 
foregoing, with respect to Improvements or Alterations which are not part of the 
Redevelopment Work, Lessee shall submit the cost of such Improvements on an 
annual basis within ninety (90) days following the end of each fiscal year. 

4&G&4.8.1.2 Commissions, title and escrow costs, documentary transfer 
taxes, sales and use taxes, reasonable attorneys’ fees and other bona fide closing 
costs actually paid to third parties and documented to the reasonable satisfaction 
of County, which costs were directly attributable to the consummation of the 
particular transaction giving rise to the obligation to pay County a Net Proceeds 
Share (collectively, “Documented Transaction Costs”). 

48&34.8.1.3 That portion of the principal amount of any Financing 
Event after the Effective Date that constituted Net Refinancing Proceeds on which 
Lessee paid County a Net Proceeds Share. 

48~24.8.2 Transfer by Lessee’s Successor. In the case of a transfer by a Lessee 
other than the original Lessee, “Net Transfer Proceeds” shall mean the total cash and 
other consideration received by that successor Lessee (but in the case of a transfer to a 
party affiliated with or otherwise related to the transferor which constitutes a Change of 
Ownership that is not an Excluded Transfer, such consideration shall in no event be 
deemed to be less than the fair value of the interests transferred), minus the following 
costs with respect to such successor Lessee: 

4&ZHL_8.2..L~ The greatest of (a) the sum of the Base Value, plus 
Improvement Costs incurred subsequent to the Effective Date but prior to the 
acquisition of the leasehold interest by such successor, (b) the purchase price such 
successor paid to Lessee or such successor’s seller for the interest acquired or (c) 
the original principal amount of any subsequent refinancing by Lessee in 
connection with which County was paid a Net Proceeds Share (plus the principal 
amount of the Existing Financing as of the Effective Date if the Existing 
Financing has not been refinanced); 
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4&ZZ4.8.2.2 Improvement Costs actually paid by such successor Lessee 
after such successor Lessee’s acquisition of its leasehold interest in the Premises, 
and not subsequently repaid with Net Refinancing Proceeds, provided that such 
costs have been submitted to County, with an appropriate lender and Lessee 
certification, as provided in subsection 4.8.1.1; and, 

4&2&$~8~2.!~Documented Transaction Costs with respect to the transfer 
of the interest by the successor. 

4,8,3 4.8.3 Transfers of Maior Sublessee’s Interest. With respect to any Change 
of Ownership described in subsection 4.6.1 (b), subsections 4.8.1 and 4.8.2 shall apply, 
except that any rents or other amounts received by Lessee from the Major Sublessee and 
passed through to County under any provision of this Lease (other than payment of Net 
Proceeds Share) shall be disregarded in the computation of Net Transfer Proceeds. 

4&l-4.8.4 Other Transfers. With respect to any Change of Ownership that is not 
an Excluded Transfer and is not described in subsections 4.8.1 through 4.8.3 (i.e., a 
transfer of an interest in an entity holding a direct or indirect ownership interest in this 
Lease or in a Major Sublease), subsections 4.8.1 and 4.8.2 shall apply to such Change of 
Ownership, except that in lieu of deducting the Base Value and Improvement Costs in 
determining Net Transfer Proceeds, the cost to the transferor of the interest being 
transferred or which was transferred in the past but constitutes a portion of an Aggregate 
Transfer (which cost shall in no event be deemed to be less than a pro rata share of the 
Base Value and Improvement Costs (or following a transfer by the original Lessee, such 
cost shall in no event be deemed to be less than a prorata share of the sum of subsections 
4.8.2.1 plus 4.8.2.2 as of the respective date of the transfer of each interest in the 
aggregation pool)) shall be deducted. Furthermore, in the event that any such Change of 
Ownership produces a Net Proceeds Share, the then existing Improvement Costs shall be 
increased by an appropriate amount to reflect the basis on which the Net Proceeds Share 
was calculated, and the basis of the interest that was transferred and for which a Net 
Proceeds Share was paid shall also be increased for subsequent transfers of the same 
interest, as if realized by Lessee upon a transfer of a comparable interest in this Lease or 
in a Major Sublease, as appropriate. 

4&%$.8.S_Net Refinancing Proceeds. “Net Refinancing Proceeds” shall mean 
the gross principal amount of any Financing Event after the Effective Date plus the 
remaining principal amount of any Existing Financing, minus (i) the greatest of (a) the 
Base ValueS~ less $7,000,000, (b) the original principal amount of any subsequent 
refinancing by Lessee in connection with which County was paid a Net Proceeds Share, 
plus the remaining principal amount of any Existing Financing not repaid upon the 
subsequent refinancing, or (c) in the case of a successor Lessee the purchase price such 
successor paid to Lessee or such successor’s seller for the interest acquired, (ii) any 
portion of the proceeds of the Financing Event which shall be used for Improvement 
Costs: (iii) other Improvement Costs incurred by Lessee and not paid for or repaid with 
the proceeds of any Financing Event, and (iv) Documented Transaction Costs with 
respect to such Financing Event. 
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Notwithstandingany contrary provision of-the first paragraph of Section ----__- 
4.8 above, if Lessee pas. to~punty..~etRef7n_an~~~~~~~ds in connection with a 
Financing Event .andthe amount of such Net Refinancin~oceedswith respect to such --A ~~~-. LIP-- - -A-.- -~~..~~~~~ _--L-..-L .-ZL. 
FinanckEvent is greater than the amount. of the Net Refinancing Proceeds that Lessee - --___ 
would have been rewed to~~~~_o_C~~.underthis Sect&n 4.8.5 if no portion of th_e ----- _~~~ _~ -- __-. _ 
$&OO&(IOQ amount set forth in clause~(a,a)-of the first paragraph. ofthis Section 4.8.5 
had~.beensub_tracted from theBase Value as-req.uired umdersuch clause Ji)(a) (with the 
excess Net Refinancin@roceedspa2bLe byLesseezsulting&n_the subtraction of ~~-__ 
such $7,000,000 amounthereafter referred to as the “Excess Net Refinancing Proceeds ..-___- --~-_ . . . ____._ __-. ____--.. 
Arnoufithen for puwoses of~calculatin~the amount.under clause-(a,)(iiof the fir- ..-- 
p-ww3ph of Section 4.8 abwe onthe first C!mgcdf Ow_nership aftfxsu_chFinanci~g 
Event an amount equal to the Excess Net RefinancingProceed~Amount from such :--7----x= ~- -~~. ---.rIz--z-- - -- .~ ---_ 
preceding Financing Event shall be subtracted from the-amount set forth in such clause ~~__-.-__.-___.- 
(at(i). of the first paragraph~~ofSection 4.5. 

4&64.5.6 Transfers to which Sections 4.6 throu,gh 4.5 Apply. The provisions of __.-- 
Sections 4.6 through 4.X hereof shall apply to all transfers of beneficial interests in this 
Lease or a Major Sublease which constitute a Change of Ownership, unless such transfers 
are otherwise excluded pursuant to this Lease. Furthermore, the provisions of Sections 
4.6 through 4.8 of this Lease, and the principles set forth therein, shall apply to any 
transfer or series of transfers which County can demonstrate was primarily structured for 
the purpose of avoiding the obligation to pay Net Proceeds Share set forth in Sections 4.6 
through 4.8 of this Lease and which, viewed together, would otherwise constitute a 
Change of Ownership. 

4X74.8.7 Payment. Net Proceeds Share shall be due and payable concurrently -.-- 
with the transfer giving rise to the obligation to pay such share and shall be the joint and 
several obligation of the transferee and transferor. Net Proceeds Share not paid when due 
shall be subject to a late fee of six percent (6%) of the amount due, together with interest 
on such Net Proceeds Share and late fee at the Applicable Rate from the date due unti1 
paid; provided that in the case of a dispute as to the correct amount of the Net Proceeds 
Share there shall be no late fee payable as long as Lessee timely pays to County the 
undisputed portion of the Net Proceeds Share and deposits the disputed portion thereof in 
an interest bearing escrow account at the closing of the transaction (or delivers to County 
a letter of credit or other security reasonably acceptable to County in the amount of such 
disputed portion). In the event that the proceeds of the transaction giving rise to the 
obligation to pay Net Proceeds Share are comprised, in whole or in part, of assets other 
than cash, then the cash payment of the Net Proceeds Share shall reflect the fair market 
value of such non-cash assets as of the date of the Change of Ownership, which shall be 
set forth in the Calculation Notice. Notwithstanding the foregoing, in the case of a 
Change of Ownership described in subsection 4.6.1 (b), the Net Proceeds Share shall be 
payable to County as and when the Net Transfer Proceeds are received, with the Net 
Proceeds Share being equitably apportioned to the payments derived by Lessee from said 
Change of Ownership (other than any payments passed through to County under this 
Lease). 
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4&8-4,8.&Shareholder, Partner, Member, Trustee and Beneficiary List. Prior to 
the Effective Date, prior to each subsequent Change of Ownership or Financing Event 
and upon the request of County (which requests shall be no more frequent than once per 
year), Lessee shall provide County with an updated schedule listing the names and 
mailing addresses of(i) all shareholders, partners, members and other holders of equity or 
beneficial interests in Lessee, this Lease or the Major Sublessee under any Major 
Sublease, and (ii) all shareholders, partners, members and other holders of equity or 
beneficial interests in any of the constituent shareholders, partners, members or other 
holders of equity or beneficial interests in Lessee or any Major Sublessee under any 
Major Sublease. if such interest exceeds a five percent (5%) or greater beneficial interest 
in Lessee or the Major Sublessee under a Major Sublease. In the event that such 
shareholder, partner, member or other interest holder is a trust, Lessee shall include in 
such schedule the name and mailing address of each trustee of said trust, together with 
the names and mailing addresses of each beneficiary of said trust with greater than a five 
percent (5%) actuarial interest in distributions from, or the corpus of, said trust; provided, 
however, that to the extent that Lessee is prevented by Applicable Laws from obtaining 
such information regarding the beneficiaries of said trust(s), Lessee shall have complied 
with this provision if Lessee uses its best efforts to obtain such information voluntarily 
and provides County with the opportunity to review any such information so obtained. 
Lessee agrees to use its best efforts to provide County with any additional information 
reasonably requested by County in order to determine the identities of the holders of five 
percent (5%) or greater beneficial interests in Lessee or a Major Sublease. 

5. CONSTRUCTION OF IMPROVEMENTS. 

5.1 Redevelopment Work. It is expressly understood and agreed that following the 
Effective Date Lessee shall proceed to construct one hundred twenty (120) new additional luxury 
apartment units on the Premises (the “New Apartments”). The construction of the New 
Apartments, along with all associated improvements, hardscape, landscape and other site work 
approved by County and to be performed in connection with the construction of the New 
Apartments, are herein collectively referred to as the “Redevelopment Work.” The design, 
density, site coverage, layout and open space, view corridors, building height, construction 
materials, landscaping, hardscaping and other improvement specifications pertaining to the 
Redevelopment Work shall be subject to County’s approval as set forth in this Article 5 and 
Section 3 of the Option Agreement, and shall be subject to the receipt by Lessee of all required 
governmental (including, without limitation, County, Coastal Commission and Design Control 
Board) planning and entitlement approvals. In connection with County’s approval of the design 
and quaIity of the Redevelopment Work, the design and quality of all Improvements (including, 
without limitation, the design and quality of interior fixtures, counters, appliances, cabinetry, 
bath and shower enclosures, flooring materials and the like, as well as exterior landscape and 
hardscape) shall be consistent with L’Estancia and other luxury apartment projects constructed 
recently on the Westside of Los Angeles. The quality of the non-structural specifications of the 
Redevelopment Work shall also comply with the requirements set forth on Exhibit B attached to 
this Lease. Lessee shall be solely responsible for all costs and expenses incurred in connection 
with the design, entitlement and construction of the Redevelopment Work. Less~hal~mp& 
with-all- time-deadlines and-schedules set-fortkin-thisArti~:ig-5 relating to- the-completion of the 
design-and- construction-ofthg.R~~development-Work;--lesse~~fai~ur~ todo-so-sha& if no& cured 
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Lessee sl~all.co~~pl~y with. all~time..deadlines. and schedules set- fo_rth_ inthis.Article 5 ~___-- A.--.-- - 
EelatinE to the completion of the desiPn ------ __-. -~-___- and construction of the RedeveloDment Work. Lessee’s 
failure to d- shall. if no_t cured within the applicable cure set forth> subsection 13.1-3, __- 
constitute an Event of Default. Excegto the extent Lessee is prevented from so doins by the -- ~~~ ..- ------ .-~ . 
eventsid_entified-~_S_ec~s $_,6p~ 5 ..~,.-L~~s_e_shall.c.~us_e~(1_). fheeubstantial C&~m.nn~e~m~~t~~f 
Construction of the Redevelopment Work in accordance with the Final Redevelopment Work 
Plans and Specifications (as defined in subsection 5.1.1 below) to occur on or before that date 
(the “Required Construction Commencement Date”) which is eight (8) months following the 
dateof.Lessee’s exercise of_the Optisn. pursuant to .tbe- Option AgTeemenj,..and (2) the-substanti.s! 
mr>letion of the Redevelopment Work in accordance with the Final Redevelopment Work -.__ - 
Plans and Specifications to occur on or before that date (the “Required Constr&ion Completion ___~ 
Dz+Qwhic& is twenty six (26) months following the date of Lessee’s exercise of the Option 
pursuant to &Op_tioI_! .Ageement, __- .For_the purp~o~z of 1hj.s. Lease, “_Su~j.aGja! 

Commencement of Construction” shall mean the ntial ~_____ 
commencement of the demolition work required in connection with the Redeveloument &ork. as ~__ 
long as foil-owing the commencem<nt -of demolition Lessee diligently proceeds to complete such 
demolition work and commences -u--L-L-p--;-- A.--L. the actual~ constructi-on of the new Improvements i~nmed&$ 
foll~~~!~t~ecomDlet~~rrof demolition. 
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Lessee agr_e_e_s_!h!tfbe_pI1m__a-~-p~.~~ose for County havinetered into this Lease is to 
provjd~ethe pubhc with the.opnortun$y to enjoy the hnpr.ovements described in the Final ~~~ _____--- _~~--- ~--. 
Redevel.opm-ent Work. Plans .arrd Specifications at_tlle~earliestpracticable date. Therefore it is ~~ -z-- ..-- l--l-,;: 
understood-and-agreed that the Required Construction Commencement Date and Requ&d .._.._~___ 
Construction Co.mp!etion Date will be stric&eeforced and shall be extended cmly underthe ---- 
specific cjrcumstances set forth in Sections 5.6 or.5:.7, and under no other circumstances.- In the 
event that-Lessee fai!s to. Subsfa.~tially..C$r_n~~~~~lc~ Construction. ofthe Redevelopment Work on ---- 
or before the Requ&ed Construction Commencement Datesorfails to substantially comnJete the 
Redevelopment Work on or before the Required.Construction Completion Date (such dates ___-.- 
maybe extended pursumtto..Sect+s5.6 or 5.7 below)> then m-addition tony other-right or -- 
re.medy which. Countyay have inconnection th.erewlth,but subject~ts Sec?i.on 12.-12, this-lease --... I._ 
shall be automaticallemended suchthat the terms and provisions of this Lease revert back to -__ 
the terms and provisions of the Existing Lease (including wit.hout limitation, the Existing _______ 
~~~iratio_n_.Date!,as modified by the “Non-Exercise Amendment” descrii.ed in the Option ~~ .~ --P----T ~~.. --.- -. 
APreement (the ‘:Reversion- Amendment”). --.-d-..--~- I; 2 

5.1.1 Final Redevelopment Work Plans and Specifications. Pursuant to 
Sections 4.3.1 and 4.3.2 of the Option Agreement, County has heretofore approved the 
Schematics and the Preliminary Plans for the Redevelopment Work. On or before ninety 
(90) days prior to the Required Construction Commencement Date, Lessee shall submit 
for approval by Director six (6) complete sets of final plans and detailed specifications 
for the Redevelopment Work on the Premises (the “Final Plans”), together with one (1) 
set of appropriate structural computations, identical to those requested or required by the 
County Director of Public Works incident to the issuance of building permits under the 
relevant provisions of the Los Angeles County Building Code. The Final Plans shall 
reflect a natural progression and logical evolution from the Preliminary Plans approved 
under the Option Agreement. Lessee shall file duplicate copies of the Final Plans 
required by this subsection with the County Director of Public Works, together with the 
necessary and appropriate applications for building permits for the Redevelopment Work 
on the Premises. Any difference in the scope, size, configuration, arrangement or motif 
of the Improvements described in the Final Plans from those described in the Preliminary 
Plans for the Premises approved under Section 4.3.2 of the Option Agreement shall be 
separately identified and described. Director shall have twenty one (2 1) days within 
which to approve or disapprove the Final Plans, which approval shall not be unreasonably 
withheld. Director may disapprove the Final Plans only on the grounds that they do not 
reflect a natural evolution from or that they materially differ from the approved 
Preliminary Plans (exclusive of any Approved Governmental Changes, as defined in 
Section 4.3.1 of the Option Agreement). Failure of Director to disapprove said Final 
Plans within twenty one (2 1) days after Director’s receipt shall be deemed Director’s 
approval thereof, provided, however, that in the event that the Final Plans contain 
substantial changes from the Preliminary Plans (other than any Approved Governmental 
Changes), then Director shall have sixty (60) days in which to approve the Final Plans, 
which approval shall be deemed withheld if not granted in writing within such sixty (60) 
day period; and provided further, that together with the submission of the Final Plans, 
Lessee must deliver to Director a transmittal letter containing the following text 
prominently displayed in bold faced type: 
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“PURSUANT TO SUBSECTION 5.1.1 OF THE LEASE, IF THESE 
MATERIALS CONTAIN NO SUBSTANTIAL CHANGES (OTHER 
THAN ANY APPROVED GOVERNMENTAL CHANGES) FROM THE 
MATERIALS PREVIOUSLY SUBMITTED TO YOU, YOU HAVE 
TWENTY ONE (21) DAYS AFTER RECEIPT OF THESE MATERIALS 
IN WHICH TO APPROVE OR DISAPPROVE THEM. FAILURE TO 
DISAPPROVE THESE MATERIALS IN WRITING WITHIN TWENTY 
ONE (21) DAYS OF YOUR RECEIPT OF THESE MATERIALS 
SHALL CONSTITUTE YOUR APPROVAL OF THEM.” 

Following any deemed disapproval by Director of such submission, Director shall, within 
thirty (30) days after receipt of a written request from Lessee, disclose to Lessee in 
writing Director’s objections to the submission. Director’s approval shall not be 
unreasonably withheld; provided, however, that it shall be deemed reasonable to 
disapprove any submission not in substantial conformity with the approved Preliminary 
Plans (exclusive of any Approved Governmental Changes). Upon approval, the Final 
Plans shall be referred to herein as the “Final Redevelopment Work Plans and 
Specifications.” No material modifications shall be made to the Improvements described 
in the approved Final Redevelopment Work Plans and Specifications, without the prior 
written approval of Director, which shall not be unreasonably withheld. 

5.2 Renovation of Improvements. 

5.2.1 Renovation of Existing Apartments. As of the Effective Date there 
are a total of 846 existing apartment units on the Premises (the “Existing Apartments”). 
Attached to this Lease as Exhibit C is an inventory listing the current state of renovation 
as of the Effective Date of each unit of the Existing Apartments. Following the Effective 
Date Lessee shall commence to perform the Apartment Renovation Work (as defined 
below). The “Apartment Renovation Work” shall mean the renovation of the Existing 
Apartments in accordance with the Apartment Renovation Plan attached to this Lease as 
Exhibit D (the “Apartment Renovation Plan”), together with the additional work 
described in subsection 5.2.3 below. There shall be no changes, modifications or 
exceptions to the Apartment Renovation Plan except as expressly approved in advance in 
writing by the Director. The Apartment Renovation Plan includes a list of equivalent 
alternative specifications (the “Specifications”) for various components of the Apartment 
Renovation Work for each unit. Such equivalent alternatives shall be updated every third 
(3rd) anniversary of the Effective Date, or on such shorter intervals as requested by 
Lessee, to address industry changes over time in the continued availability or use of 
certain materials. On or before each third (3rd) anniversary of the Effective Date (or 
more often at Lessee’s election), Lessee shall be responsible for submitting to the 
Director, for Director’s approval, updates to the Specifications. Director shall not 
unreasonably withhold its approval of updates to the Specifications required under this 
Section 5.2.1; provided, however, in no event shall the updates be of a lower quality than 
the quality of the then existing Specifications. To the extent that certain components of 
the Apartment Renovation Plan have been completed prior to the Effective Date in 
certain of the Existing Apartment units (as noted on Exhibit C), then with respect to those 
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particular partially completed units Lessee shall be obligated to complete only the 
remaining components of the Apartment Renovation Plan. 

5.2.2 Schedule for Completion of Apartment Renovation Plan. During the 
period from the Effective Date until the Trigger Date, Lessee shall complete the 
Apartment Renovation Plan with respect to at least fifty (SO) units per year. For purposes 
of this Section 5.2 each “year” shall mean each successive twelve (I 2) month period 
following the Effective Date. Lessee shall not be in default of its obligations under this 
subsection 5.2.2 if Lessee uses its best efforts to complete the Apartment Renovation 
Plan with respect to at least fifty (50) units in a year, but is unable to do so solely because 
at least fifty (50) units did not become (or were not otherwise) vacant during such year to 
permit the performance of the Apartment Renovation Plan as to such required number of 
units. However, from and after the Effective Date, no unit which is or becomes vacant 
shall be re-leased prior to the completion of the Apartment Renovation Plan with respect 
to such unit unless Lessee has, and as of the end of the then current year will have, 
completed the Apartment Renovation Plan with respect to an average of at least fifty (SO) 
units per year since the Effective Date (the foregomg,however, shall not prevent Lessee 
from re-1easinrJ at any t&m-any units that are not required for Lessee to meet the fifty 
(5Obnit per.y[ear requ~rems@). If as of the end of any year Lessee fails (for whatever 
reason, including without limitation, an insufficient number of vacancies) to complete the 
Renovation Plan with respect to a sufficient number of units such that the average 
number of completed units per year since the Effective Date is at least fifty (50) then (i) 
on or before the last day of such year Lessee shall contribute to the Renovation Fund (as 
defined in subsection 5.2.5 below) an additional Five Thousand Dollars ($5,000) per unit 
for the total number of units less than the fifty (50) unit per year average with respect to 
which the Apartment Renovation Plan has not been completed, and (ii) the unit 
completion requirement for the following year shall be increased by the number of units 
for which the Apartment Renovation Plan must be completed during such following year 
to meet the fifty (50) unit per year average as of the end of such year. Provided that (x) 
Lessee complies with the obligation to contribute to the Renovation Fund as stated-above, 
Iv) the increase in the number of units to be renovated in any subsequent year is effective, 
and_Cz)_r.~t~~exlent appl~~&LeJ~se~ pay_s_Lmputed..&nt_as described-in subs.ecti.on 
5.2.6 below. then County shall not have the right to declare a default under Article13 
below for Lessee’s failure to meet the fifty (50) units per year average; provided further 
that this sentence shall not affect County’s right to declare a default by Lessee for any ..__. ~. _. _... _ .-.- - - -- _. ..-.. ̂. .~ 
faij.ure-by. Lessee 1-o. comp]y_ -th jts_obligations set .forQr In the. l.ast_sent.ence. of= 
subsection 5.2.2. Lessee shall be given access to the additional Renovation Fund 
contributions made pursuant to clause (i) above only at such time as Lessee has 
completed the Apartment Renovation Plan with respect to fifty (50) units in such 
following year and commenced renovation on the additional units required to meet the 
fifty (50) unit per year average requirement as of the end of such year. If as of the 
Trigger Date the Apartment Renovation Plan has not been completed with respect to all 
of the Existing Apartments, then (a) with respect to any Existing Apartment unit as to 
which the Apartment Renovation Plan has not been completed by the Trigger Date, such 
unit shall be completely renovated to a standard, for all renovated items, equal in quality 
to the non-structural specifications required for the New Apartments set forth on Exhibit 
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B, and (b) the renovation work described in clause (a) above shall be completed on or 
before the earlier of( 1) March 11) 2015, or (2) eight (8) years after the Trigger Date. 

5.2.3 Additional Apartment Renovation Work. In addition to the 
Apartment Renovation Plan for the individual Existing Apartment units as described in 
subsection 5.2.1 above, the Apartment Renovation Work shall include the additional 
renovation work described in this subsection 5.2.3 (collectively, the “Additional 
Renovation Work”). The Additional Renovation Work shall consist of(i) the renovation 
of all interior ceilings of the Existing Apartments (to the extent not previously renovated 
to the standard required herein) such that the existing acoustic ceilings are removed or 
otherwise fully concealed, and the ceilings refinished; provided that such ceiling 
renovation work shall be modified to the extent necessary to accommodate any radiant 
heating system component which both exists as of the Effective Date and is in use as of 
the date of the ceiling renovation work described in this clause (i); (ii) the renovation of 
all interior common areas, including without limitation, hallways and lobbies (to the 
extent not previously renovated to the standard required herein), which renovation shall 
be in accordance with the standard set forth in Exhibit E attached hereto; (iii) the 
renovation of the exterior of the buildings (to the extent not previously renovated to the 
standard required herein), including without limitation, new windows and sliding doors, 
balconies and facade treatments, which renovation shall be in accordance with the 
renovation plan attached hereto as Exhibit F; and (iv) the renovation of all,exterior 
common areas, including without limitation, all hardscape (excluding vehicular roadways 
used primarily for vehicles and not for pedestrians), pool deck areas, walkways, parking 
areas and other exterior common areas, which renovation shall be in accordance with the 
renovation plan attached as Exhibit G (the “Exterior Common Area Plan”). The Exterior 
Common Area Plan attached as Exhibit G is a concept plan, together with a general 
description of materials. Exhibit G also provides for the proposed retention of certain 
elements of the hardscape Improvements existing as of the Effective Date, as noted 
thereon. Lessee shall have the right to retain such elements only to the extent that as of 
the Trigger Date such elements show no material signs of wear and are not outdated. The 
parties acknowledge and agree that prior to the approval by the Director of the Final 
Plans for the exterior common area renovation work described in clause (iv) above, the 
Exterior Common Area Plan shall be modified by Lessee to the reasonable satisfaction of 
Director to accommodate (1) directions and requirements of the Design Control Board; 
(2) changes in materials and technoIogies then generally used for such construction, and 
(3) changes in generally acceptable and contemporary design standards. Lessee shall 
complete the Additional Renovation Work on or before that date which is the earlier of 
(a) March 11,2015, or (b) eight (8) years after the Trigger Date. 

5.2.4 Renovation of Waterfront Improvements. 

5.2.4.1 Initial Dock Renovation Work. Following the Effective Date 
Lessee shall commence to perform the dock renovation work described on Exhibit 
H attached hereto, including without limitation, the replacement of the four (4) 
existing wooden docks and the construction of a new gangway which complies 
with all Applicable Laws, including without limitation, ADA and Title 24. 
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Lessee shall complete the work described in the immediately preceding sentence 
on or before the date that is eighteen (18) months following the Effective Date. 

5.2.4.2 Anchorage Replacement. During the eight (8) year period 
following the Effective Date, but in all events by not later than April 1, 2009, 
Lessee shall complete the replacement of all anchorage-related Improvements on 
the Premises, including without limitation, all docks, gangways and related 
components (collectively, the “Anchorage Facilities”). Except as otherwise 
provided in subsection 5.2.4.6 below, the Anchorage Facilities shall not include 
the landside lockers, restrooms, showers, laundry and parking facilities serving 
the Anchorage Facilities. Such replacement of the Anchorage Facilities shall be 
performed in eight (8) annual winter phases over the eight (8) year period 
described above, in accordance with a phasing schedule reasonably approved by 
the Director; provided, however, that notwithstanding the foregoing, the 
replacement of the Anchorage Facilities shall be substantially completed by not 
later than April 1, 2009. The replacement of the Anchorage Facilities under this 
subsection 5.2.4.2 shall be performed in compliance with the Anchorage Facilities 
Quality Standard (as defined below) and in accordance with all terms and 
provisions of this Article 5 applicable to Alterations. For purposes of this 
subsection 5.2.4.2 and subsection 5.2.4.6 below, the “Anchorage Facilities 
Quality Standard” shall mean anchorage facilities that are first-class and state of 
the art as of the date of the replacement construction, and that in all events comply 
with (i) the then most recent edition of the Minimum Standards (as defined in 
subsection 5.2.4.3 below), (ii) the then most recent edition of Layout and Design 
Guidelines for Small Craft Facilities by the California Department of Boating and 
Waterways (or similar successor publication), and (iii) design memoranda as 
provided by the Harbor Engineer of the Los Angeles County Department of 
Beaches and Harbors. 

5.2.4.3 On-Going Maintenance of Anchorage. Lessee shall at all times 
during the Term keep all Anchorage Facilities in good repair and condition in 
accordance with the requirements of Policy Statement No. 25 and the 
Specifications and Minimum Standards of Architectural Treatment and 
Construction for Marina de1 Rey approved in 1989, as modified by County or the 
Department from time to time in a manner consistent with commercially 
reasonable standards applicable to other comparable residential apartment project 
and marina facilities in Marina de1 Rey (the “Minimum Standards”). Any dispute 
as to whether revisions to the Minimum Standards adopted by County or the 
Department from time to time pursuant to the immediately preceding sentence are 
commercially reasonable shall be submitted to arbitration pursuant to Article 16 
of this Lease. Lessee’s obligation shall include, to the extent necessary or 
appropriate to satisfy the Minimum Standards and Policy Statement No. 25, the 
use of new materials, parts and components rather than the repair or rejuvenation 
of existing materials, parts and components. During the Term Lessee shall also 
complete float repair and replacement on an as-needed basis. Additionally, any 
requirement for repair due to a deficiency notice issued by the Department shall 
be accomplished with new materials and parts rather than patching or other like 
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method. Such required replacement of deficiency-cited items with wholly new 
parts and materials shall, however, be limited to the specific item in disrepair and 
shall not connote a requirement, for maintenance purposes, that areas or items 
surrounding the deficient item be replaced with new materials and/or parts. 

5.2.4.4 Maintenance Deficiencies. If County provides written notice to 
Lessee of a deficiency or other breach in the performance by Lessee of the 
maintenance and repair obligations of Lessee under subsection 5.2.4.3 above, then 
Lessee shall promptly commence the cure thereof and shall complete such cure 
within the time period for such cure set forth in the County’s deficiency notice, 
which cure period shall not be less than ten (10) business days. Notwithstanding 
the foregoing, County shall have the right to immediately require Lessee to take 
all appropriate steps to avoid damage or injury in connection with any emergency 
situation. If Lessee fails to cure any such deficiency within the cure period set 
forth in County’s deficiency notice, then in addition to, and not in lieu of, any 
rights or remedies that County may have under Article 13 of this Lease for 
defaults not cured within the applicable notice and cure periods set forth therein, 
Lessee shall pay to County an amount equal to One Hundred Dollars ($100) per 
day per item of deficiency for each day after such cure period that the deficiency 
item remains uncured; provided, however, if the nature of the deficiency is such 
that it is not capable of cure within the cure period specified in County’s notice 
(for example, as a result of permitting requirements or construction material 
procurement delays beyond the control of Lessee), then as long as during the 
specified cure period Lessee commences the cure of the deficiency and thereafter 
continues the prosecution of the completion of such cure in a manner and with 
such diligence that will effectuate the cure in as short a period as reasonably 
possible, then the cure period specified in County’s deficiency notice shall be 
extended for such additional time as necessary to complete the cure in as short a 
period as reasonably possible. 

5.2.4.5 Management of Anchorage. During the Term of the Lease, 
Lessee shall engage an experienced, professional marina management t%rn 
reasonably acceptable to the Director to manage the day to day operation of the 
Anchorage Facilities. After Director’s approval of such management firm, Lessee 
shall not have the right to change the management firm without first obtaining the 
prior approval of Director, which approval shall not be unreasonably withheld. If 
during the Term in the reasonable judgment of the Director the then current 
management firm is performing in an unsatisfactory manner, then at the request of 
the Director Lessee shall replace such management firm with a new management 
firm reasonably acceptable to the Director. If during the Term the then current 
management l%-m terminates its contract, then Lessee shall have the right to 
replace such management firm with another management firm approved by 
Director, which approval shall not be unreasonably withheld. 

5.2.4.6 Future Replacement of Anchorage Facilities. During the period 
from the thirtieth (30th) anniversary of the Effective Date through the forty-fifth, 
(45th) anniversary of the Effective Date, County shall have the right to have the 
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condition of the Anchorage Facilities inspected from time to time by an 
independent, nationally recognized, marine engineering consultant selected by 
County. For purposes of this subsection 5.2.4.6 only, the Anchorage Facilities 
shall include the landside lockers, restrooms and shower facilities to which the 
users of the anchorage improvements are provided access. County and Lessee 
shall equally share the fees and expenses incurred for the marine engineering 
consultant engaged by the County under this subsection 5.2.4.6. If in the opinion 
of such engineering consultant the Anchorage Facilities (i) are unsafe, unsightly 
or at the end of their useful lives; (ii) are of a lesser overall quality than the 
quality of the replacement Anchorage Facilities installed pursuant subsection 
5.2.4.2 above, or (iii) are of a lesser overall quality than a majority of the other 
anchorage facilities operated in Marina de1 Rey at the time of the inspection, then 
at the County’s request Lessee shall, at Lessee’s cost, replace the Anchorage 
Facilities with new Anchorage Facilities. For purposes of this subsection 5.2.4.6, 
the Anchorage Facilities shall be inspected and evaluated by the engineering 
consultant on a section by section basis, and if a particular section, or a material 
portion of a particular section, of the Anchorage Facilities does not satisfy the test 
set forth above, then Lessee shall be required to replace all of the component parts 
of such section. For purposes of this subsection 5.2.4.6, each of the eight phases 
of the Anchorage Facilities replaced by Lessee pursuant to subsection 5.2.4.2 
above shall be considered to be a separate “section” of the Anchorage Facilities. 
In addition, the landside lockers, on the one hand, and the restrooms and shower 
facilities, on the other hand, shall each be considered to be a separate “section” of 
the Anchorage Facilities. Notwithstanding that the inspection of the Anchorage 
Facilities shall be performed on a section by section basis, if multiple sections of 
the Anchorage Facilities do not meet the test set forth above in this subsection 
5.2.4.6, then Lessee shall be required to perform the replacement of all of such 
deficient Anchorage Facilities at the same time unless Lessee and Director 
otherwise agree upon a mutually acceptable phasing schedule for such 
replacement. 

In all events, all of the Anchorage Facilities shall be replaced at one point 
or another during the period between the thirtieth (30th) and forty-fifth (45th) 
anniversaries of the Effective Date. The replacement Anchorage Facilities under 
this subsection 5.2.4.6 shall comply with the Anchorage Facilities Quality 
Standard defined in subsection 5.2.4.2 above and shall be perfonned in 
accordance with all terms and provisions of this Article 5 applicable to 
Alterations. The consultant’s determination as to the date that the Anchorage 
Facilities, or portions thereof, require replacement pursuant to this subsection 
5.2.4.6 shall be based solely on the actual condition of such Anchorage Facilities, 
and no consideration shall be given to the duration of the remaining Term of the 
Lease in making such determination. If the consultant determines that Anchorage 
Facilities replacement work is required, then concurrent with such determination, 
the consultant shall include as a part of such determination its opinion as to the 
period of time reasonably necessary to perfonn the design, permitting and 
construction of such work. Lessee shall commence any required work (i.e., 
commence any design and pennitting work) within sixty (60) days following 

[6343-20.9]634120. I4 48 
CXXxuments and Settin_es\~eintzja’\hty Documents\#634 120 vDOC - Cumulative Black-line of Parcels 1 I 1 -I 12 Restated Lease.doc 



receipt of the consultant’s determination and thereafter complete the installation 
and construction of the work within the period prescribed in the consultant’s 
determination. Notwithstanding any contrary provision of this subsection 5.2.4.6, 
with respect to the landside lockers, restrooms and shower facilities included in 
the Anchorage Facilities, Lessee shall have the right to choose to renovate such 
facilities in a manner that meets the Anchorage Facilities Quality Standard in lieu 
of the complete replacement thereof. 

5.2.4.7 Water Quality Management Program. During the remaining 
Term of the Lease, Lessee shall comply with all water quality management 
requirements imposed by the Coastal Commission in connection with the issuance 
of the Coastal Development Permit for the Anchorage Facilities replacement 
required in subsection 5.2.4.2 above; provided, however, that Lessee shall in all 
events comply at least with the water quality management requirements set forth 
in Exhibit M attached to this Lease. In addition, during the remaining Term of the 
Lease, Lessee shall remove floating debris from the water surrounding the 
Anchorage Facilities in accordance with a program and regular schedule 
reasonably acceptable to the Director. 

5.2.4.8 County Cooperation. In its proprietary capacity, the Department 
shall cooperate with and assist Lessee, to the extent reasonably requested by 
Lessee, in Lessee’s efforts to obtain the appropriate governmental approvals, 
consents, permits or variances which may be required in connection with the 
performance by Lessee of the Anchorage Facilities replacement work described in 
subsections 5.2.4.2 and 5.2.4.6 above. Such cooperative efforts may include the 
Department’s joinder in any application for such approval, consent, permit or 
variance, where joinder therein by the Department is required or helpful; 
provided, however, that Lessee shall reimburse County for the Actual Cost 
incurred by the Department in connection with such joinder or cooperative efforts. 
Notwithstanding the foregoing, Lessee and County acknowledge that the 
approvals given by County under this Lease are approvals pursuant to its authority 
under Section 25907 of the California Government Code; that approvals given 
under this Lease in no way release Lessee from obtaining, at Lessee’s expense, all 
permits, licenses and other approvals required by law for the construction of 
Improvements on the Premises and operation and other use of such Improvements 
on the Premises; and that the Department’s duty to cooperate and County’s 
approvals under this Lease do not in any way modify or limit the exercise of 
County’s governmental functions or decisions, as distinct from its proprietary 
functions pursuant to this Lease. 

5.2.4.9 Delays in Anchorage Facility Replacement Work. Lessee shall 
perform the Anchorage Facilities replacement work described in subsections 
5.2.4.2 and 5.2.4.6 in accordance with a schedule that is consistent with the terms 
and provisions of such subsections. If the performance by Lessee of such 
Anchorage Facilities replacement work is delayed due to Force Majeure, then the 
time period for the completion of that portion of the work that is delayed by the 
Force Majeure event or condition shall be extended for the period of the delay; 
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provided, however, no delay in individual phases of the Anchorage Facilities 
replacement work described in subsections 5.2.4.2 and 5.2.4.6 shall extend the 
date for Lessee’s completion of subsequent phases of such replacement work, 
unless such (or another) Force Majeure event or condition is independently 
applicable to such subsequent phase; and provided further, that the entire 
Anchorage Facilities replacement under subsection 5.2.4.2 shall be substantially 
completed on or before April I, 2009 and the entire Anchorage Facilities 
replacement under subsection 5.2.4.6 shall be substantially completed on or 
before the forty-fifth (45th) anniversary of the Effective Date, except in each case 
to the extent of a Force Majeure delay that is then independently in effect with 
respect to the remaining phase or phases of the work, in which case the applicable 
completion date shall be extended for the duration of such delay. 

Lessee shall provide written notice to Director of its claim as to the 
existence of any Force Majeure delay (which notice shall specify with 
particularity the basis for the delay), and no Force Majeure delay shall commence 
until Lessee has provided such written notice to Director. For purposes of this 
subsection 5.2.4.9, “Force Majeure” shall have the meaning set forth in the second 
sentence of Section 5.6 of this Lease and shall also include delays in the 
performance of the Anchorage Facilities replacement work caused by (i) a third 
party restraining order or injunction (filed by a plaintiff other than County or the 
California Coastal Commission) obtained with respect to the performance of the 
Anchorage Facilities replacement work, subject to Lessee’s obligation to 
diligently pursue the removal or appeal of any such restraining order or 
injunction, (ii) Unreasonable County Activity (as defined in subsection 5.7.2, but 
with all references in such definition to the Improvements, Final Redevelopment 
Work Plans and Specifications and Substantial Commencement of Construction 
modified to refer to the Anchorage Facilities replacement work and the plans and 
construction schedule related thereto), subject to the procedures set forth in 
subsection 5.7.2 below for establishing Unreasonable County Activity, or (iii) 
Lessee’s inability to obtain a governmental permit or approval (other than an 
approval from County under this Lease) to perform the Anchorage Facilities 
replacement work despite the diligent pursuit by Lessee of all commercially 
reasonable efforts to obtain such permit or approval. Lessee and Director shall 
discuss and attempt to agree on the length of time of any entitled delay due to 
Force Majeure pursuant to this subsection 5.2.4.9. If within thirty (30) days after 
Tenant’s notice of a claimed delay (or within thirty (30) days following notice 
from either party that the claimed delay has expired) the parties are unable to 
agree as to whether the event or occurrence constitutes a Force Majeure delay 
and/or as to the length of the permitted delay, such dispute shall be arbitrated as 
set forth in Article 16. 

5.2.5 Renovation Fund. During the period from the Effective Date through 
the end of the Term, Lessee shall establish and maintain a reserve fund (the “Renovation 
Fund”) in accordance with the provisions of this subsection 5.2.5 for the cost of capital 
renovations to the Premises. Until the completion of the Apartment Renovation Work, 
those funds deposited into the Renovation Fund pursuant to clause (i) of the next 
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paragraph shall be utilized only to fUnd the cost of the Apartment Renovation Work, and 
those fUnds deposited into the Renovation Fund pursuant to clauses (iii) and (iv) of the 
next paragraph shall be utilized only to fund the cost of capital renovations and upgrades 
to the New Apartments made by Lessee after the completion of the construction thereof. 
Lessee and County agree and acknowledge that following the completion of the 
Apartment Renovation Work the primary purpose of the Renovation Fund shall be to 
provide funds for the ongoing revitalization of the Improvements on the Premises 
(excluding any Improvements associated with dock and/or anchorage facilities located on 
the Premises) through the replacement, renovation, rehabilitation, upgrading, addition 
and installation of physical Improvements to the Premises. The Renovation Fund shall 
not be utilized to fund the cost of periodic, recurring or ordinary expenditures, repairs or 
replacements that keep the Improvements in a good, operating condition, nor for any 
necessary repairs, replacements or renovations to or of Improvements associated with 
dock or anchorage facilities located on the Premises (including any landside lockers, 
restrooms or shower facilities to which the anchorage users are provided access), all of 
which costs shall be separately funded by Lessee. All purposes and costs for which 
Lessee desires to utilize amounts from the Renovation Fund shall be subject to Director’s 
approval, which approval shall not be unreasonably withheld. The Renovation Fund shall 
be an account established with a reputable financial institution (including Lessee’s 
Encumbrance Holder) acceptable to Director into which deposits shall be made by Lessee 
(and/or into which Lessee’s Encumbrance Holder shall provide funds) pursuant to this 
subsection 52.5. The amounts to be added to the Renovation Fund shall be inclusive of 
amounts required to be deposited with and held by an Encumbrance Holder, provided that 
the Encumbrance Holder acknowledges that such amounts are subject to the requirements 
and shall be made available for the purposes of this subsection 5.2.5. 

On or before the fifteenth (15th) day of each calendar month during 
the Term, Lessee shall make a deposit to the Renovation Fund in the following amounts: 
(i) during the period f rom the Effective Date until the earlier of (1) the date of the 
completion of the Apartment Renovation Work, or (2) March 11,2015, Lessee shall 
deposit into the Renovation Fund on a monthly basis, an amount equal to five percent 
(5%) of Gross Receipts received during the preceding month from the occupancy of the 
Existing Apartments, (ii) during the period from the end of the period described in clause 
(i) above until the end of the Term, Lessee shall deposit into the Renovation Fund on a 
monthly basis, an amount equal to three percent (3%) of Gross Receipts received during 
the preceding month from the occupancy of the Existing Apartments, (iii) on or before 
the (3rd) anniversary of the Completion Date for the New Apartments, Lessee shall 
deposit into the Renovation Fund a one time deposit equal to one and one-half percent 
(1.5%) of the aggregate Gross Receipts received from the occupancy of the New 
Apartments during the first three (3) years following the Completion Date for the New 
Apartments, less the cost of any capital repairs made with respect to the New Apartments 
by Lessee during such three (3) year period (but not including any costs incurred to 
complete the Redevelopment Work), which costs are submitted by Lessee to Director not 
less than thirty (30) days prior to the required deposit date described in this clause (iii) 
and are approved by Director, which approval shall not be unreasonably withheld, and 
(iv) commencing on the first month of the fourth (4th) year following the Completion 
Date and continuing monthly thereafier until the end of the Term, Lessee shall deposit 
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into the Renovation Fund an amount equal to three percent (3%) of Gross Receipts 
received during the preceding month from the occupancy of the New Apartments. In 
addition to the Renovation Fund contributions described in the immediately preceding 
sentence, Lessee shall also make any annual $5,000 per unit contributions required under 
subsection 5.2.2 above, and shall also deposit into the Renovation Fund all Deferred 
Rental Amounts for such month. All interest and earnings on the Renovation Fund shall 
be added to the Renovation Fund, but shall not be treated as a credit against the 
Renovation Fund deposits required to be made by Lessee pursuant to this subsection 
5.2.5. Disbursements shall be made from the Renovation Fund only for costs which have 
been approved by Director and which satisfy the requirements of this subsection 5.2.5. 
For the purpose of obtaining Director’s prior approval of any Renovation Fund 
disbursements, Lessee shall submit to Director on an annual basis on or before the 
Effective Date and each anniversary thereafter a renovation plan for the upcoming year 
which details the amount and purpose of anticipated Renovation Fund expenditures for 
which Lessee requests Director’s approval, which approval shall not be unreasonably 
withheld. Any anticipated expenditure set forth in such renovation plan which is 
approved by Director as an acceptable Renovation Fund disbursement shall be considered 
pre-approved by Director (but only up to the amount of such expenditure set forth in the 
annual renovation plan) for the duration of the upcoming year. Lessee shall have the 
right during the course of each year to submit to Director for Director’s approval 
revisions to the then current renovation plan in effect for such year or individual 
expenditures not noted on the previously submitted renovation plan. Prior to the 
disbursement of any amounts from the Renovation Fund, Lessee shall furnish to Director 
applicable invoices, evidence of payment and other back-up materials reasonably 
acceptable to Director concerning the use of amounts from the Renovation Fund. As 
long as Lessee is not then in default under the Lease, including without limitation, its 
obligations under this Section 5.2, if, and at such time during the last ten (IO) years of the 
Term as, County notifies Lessee that County shall require the removal of Improvements 
at the end of the Term pursuant to subsection 2.6.2, Lessee shall have the right to use all 
remaining amounts in the Renovation Fund for Improvement removal fund purposes 
under such subsection 2.6.2. 

5.2.6 Imputed Rent. If as of the third (3rd) anniversary of the Effective 
Date or any successive anniversary thereafter until the completion of the Apartment 
Renovation Plan for all of the Existing Apartment units, the total number of Existing 
Apartment units with respect to which the Apartment Renovation Plan has been 
completed (the “Total Completed Units”) is less than the product of(i) the number of 
years elapsed since the Effective Date, multiplied by (ii) fifty (50) (such product referred 
to herein as the “Required Number”), then within sixty (60) days following such 
Effective Date anniversary Lessee shall pay to County “Imputed Rent” (as defined 
below), which Imputed Rent shall be in addition to any Annual Minimum Rent, 
Percentage Rent or other amounts payable by Lessee under this Lease. The Imputed Rent 
payable within sixty (60) days following each such Effective Date anniversary shall be an 
amount equal to the product of(w) the amount by which (I) the Required Number 
exceeds (II) the Total Completed Units, as of such Effective Date anniversary (the “Net 
Shortfall”), multiplied by (x) the Deemed Monthly Rent Premium (as defined below), 
multiplied by (y) the Applicable Percentage (as defined below), multiplied by (z) 12. For 
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purposes hereof, the “Deemed Monthly Rent Premium” shall mean the amount by which 
the average monthly per unit rental rate then in effect for existing leases of the New 
Apartments (i.e.: not considering vacant units) exceeds the average monthly per unit 
rental then in effect for existing leases of the Existing Apartments (likewise, not 
considering vacant units). If as of any Effective Date anniversary for which the Imputed 
Rent must be calculated, the New Apartments have not been completed and leases 
commenced with respect to at least a portion of such New Apartments, then for purposes 
of calculating the Imputed Rent payable for such year, the average monthly per unit 
rental rate for the New Apartments shall be $1537.65, adjusted for the percentage change 
in the Consumer Price Index from the month of August, 1999 to the month which 
includes the Effective Date anniversary for which the Imputed Rent is being calculated. 
For purposes hereof, the “Applicable Percentage” shall mean the then effective 
percentage applicable to the Gross Receipts described in subsection 4.2.2(c) of this Lease 
in connection with the calculation of Percentage Rent. An example of the Imputed Rent 
calculation is attached to this Lease as Exhibit I. The Director shall have the right, but 
not the obligation, in its sole and absolute discretion, to waive (or reduce) the Imputed 
Rent required to be paid by Lessee under this subsection 5.2.6 to the extent that as of the 
end of any year Lessee has been prevented horn completing the Apartment Renovation 
Plan with respect to the Required Number of Existing Apartment units as a result of the 
unavailability of vacant units for renovation. For purposes of clarification, in interpreting 
the terms and provisions of this Section 5.2, a unit shall not be considered to have been 
unavailable for renovation at any time after which an occupant vacates a unit if following 
the vacation of such unit Lessee does not commence the Apartment Renovation Plan with 
respect to such unit, but instead re-leases the unit for occupancy. No waiver or delay by 
County or the Director in requiring Lessee to pay Imputed Rent (or any portion thereof) 
described in this subsection 5.2.6 shall constitute a waiver by County or Director of the 
right to subsequently require the payment by Lessee of the fir11 amount of Imputed Rent 
described herein. The Imputed Rent required to be paid by Lessee under this subsection 
5.2.6 shall not in any way constitute or be interpreted as a limitation on any other right or 
remedy that County may have in connection with Lessee’s failure to comply with its 
obligations under this Section 5.2. Such Imputed Rent is intended to only partially 
compensate County for the damages or losses which County is likely to incur in the event 
that the Apartment Renovation Plan work described herein is not completed within the 
time frames required hereunder, and in no event shall such Imputed Rent under any 
circumstance be construed as a penalty or in any manner limit the exercise by County of 
any remedies which County may have for any failure by Lessee to comply with its 
obligations under this Section 5.2. 

5.2.7 County’s Inducement. Lessee acknowledges that the principal 
inducement to County to enter into this Amended and Restated Lease Agreement and to 
extend the Term as provided herein is the timely improvement of the Premises by Lessee 
with the Redevelopment Work described in Section 5.1 above and the timely 
performance by Lessee of all of the renovation work described in this Section 5.2. 
Accordingly, Lessee expressly acknowledges that any failure by Lessee to perform its 
obligations under Section 5.1 above and this Section 5.2 in all material respects by the 
dates set forth herein shall constitute a material breach of and default under the Lease by 
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Lessee which entitles County to exercise any and all rights and remedies which County 
may have as a result thereof, under this Lease, at law and/or in equity. 

5.2.8 Application of Article 5 to Renovation Work. For purposes of this 
Article 5, all of the renovation work described in this Section 5.2 shall be considered to 
be Alterations (as defined in Section 5.3 below). Accordingly, except as provided in this 
subsection 5.2.8 and Section 5. IO below, all of the terms and provisions of Sections 5.3, 
5.4, 5.8, 5.9 and 5.11 of this Lease shall be applicable to the renovation work described in 
this Section 5.2. Notwithstanding the foregoing, to the extent that in the reasonable 
judgment of Director the Exhibits attached to this Lease are in the form and satisfy the 
requirements of any portions or components of the schematics, preliminary pIans and/or 
final plans to be delivered by and approved by Director pursuant to Section 5.3 below, 
such portions or components of the schematics, preliminary plans and/or final plans shall 
not be required. 

5.3 Plans and Specifics for Alterations. Lessee shall make no Alterations (as defined 
below) to the Improvements located on the Premises without the prior written approval by 
Director of such Alterations (including the Director’s approval of the plans, specifications and 
other materials pertaining to such Alterations required under this Section 5.3). Subject to the 
terms of subsection 5.2.5 above, prior and as a condition precedent to the construction of any 
alterations or modifications to the Improvements located on the Premises or the construction of 
any new Improvements (other than the Redevelopment Work) (collectively, “Alterations”), 
Lessee shall submit to Director, for Director’s approval, the plans, specifications and other 
materials described in this Section 5.3 pertaining to such Alterations. All Alterations must be 
consistent with the Permitted Uses set forth in Article 3 of this Lease. 

5.3.1 Schematics and Narrative. Lessee shall submit to the Director six (6) 
sets of schematic plans together with a narrative description and construction cost 
estimate summary clearly delineating the nature, size, configuration and layout of the 
Alterations. Such plans shall, among other things, clearly delineate the architectural 
theme or motif of the Alterations and shall identify and illustrate all affected boundaries 
of the Premises and all affected rights-of-way or other areas reserved to County or third 
parties which are located thereon. Director shall have sixty (60) days within which to 
approve or disapprove such submission. Failure of Director to approve such submission 
in writing within said sixty (60) day period shall be deemed disapproval of said 
submission. Following any deemed disapproval of such submission by Director, Director 
shall, within thirty (30) days after receipt of a written request from Lessee, disclose to 
Lessee in writing Director’s objections to the submission. After approval of schematic 
plans (or subsequent approval of preliminary or final plans) by Director, if changes in 
such plans are required by conditions of approval of the Alterations imposed by the 
California Coastal Commission or other governmental agency having jurisdiction 
thereover, Lessee shall promptly advise Director in writing of such changes and Director 
shall not disapprove those changes which constitute Approved Governmental Changes. 

5.3.2 Preliminary Plans and Specifications. After Director’s approval of 
the materials submitted pursuant to subsection 5.3.1, Lessee shall submit to Director six 
(6) sets of preliminary plans, outline specifications and construction cost estimates for the 
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Alterations. The preliminary plans, outline specifications and construction cost estimate 
shall conform to: expand upon and reflect a natural evolution from the descriptions and 
estimates set forth in the approved schematic plans and narrative. Any difference in the 
scope, size, configuration, arrangement or motif of the Improvements from those 
described in the approved schematics and narrative shall be separately identified and 
described. Director shall have twenty-one (21) days within which to approve or 
reasonably disapprove such submission, and Director may disapprove said preliminary 
plans only on the grounds that (i) they do not reflect a natural evolution from the 
approved schematic plans or that they materially differ from the approved schematic 
plans and narrative (exclusive of any Approved Governmental Changes), or (ii) that any 
new, different or additional specifications for the Improvements not expressly set forth in, 
and approved by Director as a part of, the schematic plans do not meet the requirements 
for the Improvements set forth in this Article 5. Failure of Director to disapprove said 
preliminary plans within twenty one (2 1) days after Director’s receipt thereof shall be 
deemed Director’s approval thereof; provided, however, that in the event that the 
preliminary plans, outline specifications and construction cost estimates contain 
substantial changes from the approved schematics and narrative (other than Approved 
Governmental Changes), then Director shall have sixty (60) days in which to approve 
said submission, which approval shall be deemed withheld if not granted in writing 
within such sixty (60) day period; and provided further, that together with the submission 
of the preliminary plans, outline specifications and construction cost estimates, Lessee 
must deliver to Director a transmittal letter containing the following text prominently 
displayed in bold faced type: 

“PURSUANT TO SUBSECTION 5.32 OF THE AMENDED AND 
RESTATED LEASE AGREEMENT, IF THESE MATERIALS 
CONTAIN NO SUBSTANTIAL CHANGES (OTHER THAN 
APPROVED GOVERNMENTAL CHANGES) FROM THE 
MATERIALS PREVIOUSLY SUBMITTED TO YOU, YOU HAVE 
TWENTY ONE (2 1) DAYS AFTER RECEIPT OF THESE MATERIALS 
IN WHICH TO APPROVE OR DISAPPROVE THEM. FAILURE TO 
DISAPPROVE THESE MATERIALS IN WRITING WITHIN TWENTY 
ONE (21) DAYS OF YOUR RECEIPT OF THESE MATERIALS 
SHALL CONSTITUTE YOUR APPROVAL OF THEM.” 

Following any deemed disapproval of such submission by Director, Director shall, within 
thirty (30) days after receipt of a written request from Lessee, disclose to Lessee in 
writing Director’s objections to the submission. 

5.3.3 Final Plans and Specifications. After approval of the preliminary 
plans, Lessee shall submit for approval by Director six (6) complete sets of final plans, 
detailed specifications and a construction cost statement for the Alterations, together with 
one (1) set of appropriate structural computations, identical to those requested or required 
by the County Director of Public Works incident to the issuance of building permits 
under the relevant provisions of the Los Angeles County Building Code. Lessee shall file 
duplicate copies of the final plans, detailed specifications and construction cost statement 
required by this Section with the County Director of Public Works, together with the 
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necessary and appropriate applications for building permits. Any difference in the scope, 
size, configuration, arrangement or motif of the Alterations from those described in the 
approved preliminary plans and specifications shall be separately identified and 
described. Director shall have twenty one (2 1) days within which to approve or 
disapprove such submission, and Director may disapprove such submission only on the 
grounds that (i) they do not reflect a natural evolution from or that they materially differ 
from the approved preliminary plans, outline specifications and construction cost 
estimates (exclusive of any Approved Governmental Changes), or (ii) that any new, 
different or additional specifications for the Improvements not expressly set forth in, and 
approved by Director as a part of, the preliminary plans do not meet the requirements for 
the Improvements set forth in this Article 5. Failure of Director to disapprove said 
materials within twenty one (2 1) days after Director’s receipt shall be deemed Director’s 
approval thereof; provided, however, that in the event that the final plans, detailed 
construction specifications and construction cost statement contain substantial changes 
from the preliminary plans, outline specifications and construction cost estimates (other 
than Approved Governmental Changes), then Director shall have sixty (60) days in which 
to approve said submission, which approval shall be deemed withheld if not granted in 
writing within such sixty (60) day period; and provided further, that together with the 
submission of the final plans, detailed construction specifications and construction cost 
statement, Lessee must deliver to Director a transmittal letter containing the following 
text prominently displayed in bold faced type: 

“PURSUANT TO SUBSECTION 5.3.3 OF THE AMENDED AND 
RESTATED LEASE AGREEMENT, IF THESE MATERIALS 
CONTAIN NO SUBSTANTIAL CHANGES (OTHER THAN 
APPROVED GOVERNMENTAL CHANGES) FROM THE 
MATERIALS PREVIOUSLY SUBMITTED TO YOU, YOU HAVE 
TWENTY ONE (2 1) DAYS AFTER RECEIPT OF THESE MATERIALS 
IN WHICH TO APPROVE OR DISAPPROVE THEM. FAILURE TO 
DISAPPROVE THESE MATERIALS IN WRITING WITHIN TWENTY 
ONE (21) DAYS OF YOUR RECEIPT OF THESE MATERIALS 
SHALL CONSTITUTE YOUR APPROVAL OF THEM.” 

Following any deemed disapproval of such submission by Director, Director shall, within 
thirty (30) days after receipt of a written request from Lessee, disclose to Lessee in 
writing Director’s objections to the submission. Director’s approval shall not be 
unreasonably withheld; provided, however, that it shall be deemed reasonable to 
disapprove any submission not in substantial conformity with the approved preliminary 
plans and specifications (exclusive of any Approved Governmental Changes), or which 
contains new, different or additional specifications for the Improvements which were not 
expressly set forth in, and approved by Director as a part of, the preliminary plans and 
which do not meet the requirements for the Improvements set forth in this Article 5. No 
material modification shall be made to the Alterations described in the approved final 
plans, specifications and costs (the “Final Alteration Plans and Specifications”) without 
the prior written approval of Director, which shall not be unreasonably withheld. 
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5.4 Conditions Precedent to the Commencement of Construction. No Redevelopment 
Work or Alterations shall be commenced until each and all of the following conditions have been 
satisfied: 

5.4.1 Permits and Other Approvals. Lessee shall have received and 
furnished the Department with copies of all permits, licenses and other governmental 
approvals necessary for commencement of the Redevelopment Work or Alterations, as 
the case may be. All pemrits, licenses and other governmental approvals necessary for 
subsequent stages of the Redevelopment Work or Alterations shall be furnished to the 
County prior to commencement of such stages. 

5.4.2 Copies of Construction Contracts. Lessee shall have furnished 
County with copies of any contract(s) entered into between Lessee and any general 
contractor(s) employed.for the purpose of constructing the Redevelopment Work or 
Alterations, as the case may be. 

5.4.3 Performance and Payment Bonds. Lessee shall, at its own cost and 
expense, have furnished County with the following separate corporate surety bonds not 
less than ten business (IO) days prior to the commencement of construction, which bonds 
must be in form and content reasonably satisfactory to County: 

5.4.3.1 A corporate surety performance bond (“Performance 
Bond”) issued by a surety company licensed to transact business as such in the 
State of California, in an amount not less than one hundred percent (100%) of the 
amount of all hard construction costs approved by County in conjunction with the 
approved work. The Performance Bond and its issuer shall be in all material 
respects reasonably satisfactory to County. It shall name Lessee as principal and 
said issuer as surety, and County as obligee, assuring full and satisfactory 
performance by Lessee of Lessee’s obligations herein to build, construct and 
otherwise complete the Improvements described in the approved final plans and 
specifications. 

5.4.3.2 A corporate surety payment bond, issued by a surety 
company licensed to transact business as such in the State of California, with 
Lessee as principal, said company as surety and County as obligee, in a sum equal 
to one hundred percent (100%) of the total construction cost anticipated to be 
incurred in connection with the approved work, guaranteeing payment for all 
materials, provisions, supplies and equipment used in, upon, for or about the 
performance of said construction work or for labor done thereon of any kind 
whatsoever and protecting County from any and all liability, loss or damages 
arising out of or in connection with any failure to make such payment (the 
“Payment Bond”). The Payment Bond shall be in form and content reasonably 
satisfactory to County. 

In the event that construction is performed by a licensed 
general contractor on behalf of Lessee, provided that such contractor provides 
County with a bond or bonds compliant with this subsection, and in all material 
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respects reasonably satisfactory to County and otherwise complying with this 
subsection, County will accept such contractor’s bonds in lieu of the Performance 
Bond and/or Payment Bond by Lessee required by this subsection 5.4.3. Any 
bonds provided by Lessee or its general contractor pursuant to this subsection 
may&all name the Lessee’s lender as an additional obligee. 

5.4.4 Alternative Security. In lieu of providing the Payment and 
Performance Bonds, Lessee may, in its discretion, provide any one or any combination of 
the following alternative security: (i) a completion guaranty, in form and substance 
reasonably acceptable to County, made by an individual or entity with a sufficient net 
worth and liquidity, in the sole discretion of Director, to comply with the terms of such 
guaranty in view of the potential financial responsibility involved, (ii) a Certificate of 
Deposit, cash or United States governmental security, (iii) an additional Letter of Credit, 
or (iv) a Set Aside Letter from Lessee’s construction lender. The security described in 
clauses (ii), (iii) and (iv) above shall be in an amount equal to one hundred percent 
(100%) of the construction contract price for hard costs, and shall permit County to draw 
thereon to complete the construction of the Improvements if same have not been 
compieted by Lessee or if a material Event of Default has occurred under this Lease. 
Any alternative security provided by Lessee pursuant to this subsection may name 
County and Lessee’sconstruction lender as co-beneficiaries. A condition precedent to 
Lessee’s right to provide the alternate security described in this subsection 5.4.4 shall be 
delivery by Lessee to County of an opinion of counsel from a firm and in a form 
acceptable to County to the effect that the construction work does not constitute a public 
work of improvement requiring the delivery of the bonds described in subsection 5.4.3 
above. Director shall have the authority, in his reasonable discretion, to modify, waive or 
reduce the amount of any bonds or alternate security required hereunder. 

5.4.5 Evidence of Financing. Lessee shall have provided evidence 
satisfactory to County of its having sufficient financial resources, as determined by 
Director, to complete the Redevelopment Work or Alterations, as applicable. Lessee shall 
furnish Director with copies of all final notes, guarantees, partnership, shareholder or 
limited liability company agreements, construction loan and/or permanent loan 
commitments, documents evidencing equity contributions, documents creating and/or 
perfecting security interests, and all documents and exhibits referred to in any of the 
foregoing, together with any and all recorded documents affecting an interest in the 
Premises, within seven (7) days after such document or instrument becomes effective. 

5.4.6 Work Schedule. With respect to the Redevelopment Work, Lessee 
shall have provided County with a construction schedule which will result in the 
completion of the Redevelopment Work on or before the Required Construction 
Completion Date, as such date may be extended as provided in this Article 5. 

5.5 County Cooperation. In its proprietary capacity, the Department shall cooperate 
with and assist Lessee, to the extent reasonably requested by Lessee, in Lessee’s efforts to obtain 
the appropriate governmental approvals, consents, permits or variances which may be required in 
connection with the performance by Lessee of the Redevelopment Work. Such cooperative 
efforts may include the Department’s joinder in any application for such approval, consent, 
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permit or variance, where joinder therein by the Department is required or helpful; provided, 
however, that Lessee shall reimburse County for the Actual Cost incurred by the Department in 
connection with such joinder or cooperative efforts. Notwithstanding the foregoing, Lessee and 
County acknowledge that the approvals given by County under this Lease are approvals pursuant 
to its authority under Section 25907 of the California Government Code; that approvals given 
under this Lease in no way release Lessee from obtaining, at Lessee’s expense, all permits, 
licenses and other approvals required by law for the construction of Improvements on the 
Premises and operation and other use of such Improvements on the Premises; and that the 
Department’s duty to cooperate and County’s approvals under this Lease do not in any way 
modify or limit the exercise of County’s governmental functions or decisions as distinct from its 
proprietary functions pursuant to this Lease. 

5.6 Delays in Completion of Redevelopment Work. Once construction of the 
Redevelopment Work has been Substantially Commenced, Lessee shall thereafter diligently 
pursue the completion of such construction by the Required Construction Completion Date. 
During this period, delays due to fire, earthquake, flood, tornado or other act of God, civil 
disturbance, war, organized labor dispute, freight embargo or other unforeseeable event 
reasonably beyond the control of Lessee, ora hidden condition relating to the foundation, 
substructure or subsurface of the Premises which was not known to Lessee as of the 
commencement of such construction activity&r a-ny envir$.~ental.cont.amlna!ign.l.qcated~ at- o_r 
discovered at the Premises which did not arise as a result of the actions or omissions of Lessee, 
its emnloyees, agents or contractors (“Force Majeure”) shall extend the time in which said 
construction must be completed by the length of time of such delay, although Lessee shall 
commence and complete the portions, if any, of the Improvements not impacted by such delay 
within the timeframe set forth in this Lease. For purposes of this Section 5.6, “Force Majeure” 
shall also include delays in the completion of construction caused (i) by a third party restraining 
order or injunction (filed by a plaintiff other than County or the California Coastal Commission) 
obtained after the commencement of construction, subject to Lessee’s obligation to diligently 
pursue the removal or appeal of any such restraining order or injunction, or (ii) by Unreasonable 
County Activity after the commencement of construction, subject to the procedures set forth in 
subsection 5.7.2 below for establishing Unreasonable County Activity. Lessee and Director shall 
discuss and attempt to agree on the length of time of any entitled delay due to Force Majeure 
pursuant to this Section 5.6. If they are unable to agree within thirty (30) days after the event or 
occurrence giving rise to Lessee’s claim to an entitlement to a delay under this Section 5.6, the 
matter shall be arbitrated as set forth in Article 16. 

5.7 Extension of Dates. Other than as set forth in Section 5.6 above, the Required 
Construction Commencement Date and Required Construction Completion Date shall be 
extended only for the reasons set forth in this Section. 

5.7.1 Iniunction by Third Party, Nonregulatory Body. The Required 
Construction Commencement Date shall be extended if the commencement of 
construction of the Redevelopment Work has been enjoined or restrained by a court 
action commenced by a plaintiff other than County or the California Coastal Commission 
acting in their governmental capacity. In such case, the Required Construction 
Commencement Date shall be extended until forty-five (45) days after the restraining 
order and/or injunction is removed; provided that in no event shall the Required 
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Construction Commencement Date be extended beyond the second (2nd) anniversary of 
the date of Lessee’s exercise of the Option pursuant to the Option Agreement. Whether 
or not a named party in such action, Lessee shall diligently pursue the removal of any 
restraining order or injunction so issued and shall exhaust all commercially reasonable 
efforts to appeal such restraining order or injunction. If the Required Construction 
Commencement Date is extended pursuant to this subsection 5.7.1, then the Required 
Construction Completion Date shall be extended to the date which is eighteen (18) 
months after the Required Construction Commencement Date, as so extended.-h&e 
e~~~tha~~~~i~jun~tio~-~~~.~~~~~t~~st~~t.i~~~t~R~~~~~~n~ 
W~k-be~~~~~~~~~~~th~~~~~~~ 
sptiert;--~ses~~~~am~n~e~~~r~~~~~~~~ 

5.7.2 Delay Caused by Unreasonable County Acts. The Required 
Construction Commencement Date shall be extended if Lessee has been delayed in the 
obtaining of any permits or other approvals necessary for the commencement of 
construction due to Unreasonable County Activity. For the purposes of this Lease, the 
following shall be deemed to be “Unreasonable County Activity”: (i) County’s failure to 
provide required joinder, if any, in Lessee’s proposals for the Improvements described in 
the Final Redevelopment Work Plans and Specifications before any governmental 
agency; or (ii) County’s failure to take such other actions in its proprietary capacity 
reasonably requested by Lessee, at no cost or expense to County, which are necessary for 
Lessee to proceed with the permit/approval process or County’s having taken such 
actions without Lessee’s consent which adversely affected Lessee’s rights and obligations 
hereunder, which were unreasonable and which actually delayed the Substantial 
Commencement of Construction and which action or inaction occurred after the date 
hereof; or (iii) County’s failure to comply with the time periods imposed upon County 
under this Article 5, except in the case where a failure of County to notify Lessee of its 
approval or disapproval of a matter constitutes County’s deemed approval of such matter, 
or constitutes County’s deemed disapproval of such matter and County’s disapproval of 
such matter is authorized under the circumstances. Nothing contained in this Section or 
this Lease shall be construed as obliging County to support proposals, issue permits, or 
otherwise act in a manner inconsistent with County’s actions under its regulatory powers. 
It shall not be Unreasonable County Activity if County fails to accelerate the County’s 
customary regulatory permit/approval process. An extension shall be available under this 
subsection only if all of the following procedures have been followed: 

(4 Within a reasonable time under the circumstances, Lessee must notify 
Director in writing of the specific conduct comprising the alleged Unreasonable County 
Activity, and the next opportunity, if any, for County to rectify such alleged conduct. If 
Lessee fails to notify Director in writing as specified in the immediately preceding 
sentence within five (5) days following Lessee’s discovery of the alleged Unreasonable 
County Activity, then notwithstanding any contrary provision of this subsection 5.7.2, in 
no event shall Lessee be entitled to an extension for any period of the delay occurring 
prior to the date of Lessee’s notice described in this paragraph (a). 

04 Within seven (7) days following receipt of the notice alleging 
Unreasonable County Activity, Director shall meet with Lessee or its authorized 
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representative in order to determine whether Unreasonable County Activity has occurred 
and, if so, how such Unreasonable County Activity can be rectified and the appropriate 
length of time of any extension pursuant to this subsection. If Director determines that 
Unreasonable County Activity has occurred and that County can and will take rectifying 
action, then the extension time shall equal the amount of actual delay directly caused by 
the Unreasonable County Activity. If Director determines that Unreasonable County 
Activity has occurred, but that County cannot take rectifying action (or if the proposed 
rectifying action will not produce the results desired by Lessee), then Lessee and Director 
shall establish the length of time of any extension based on the actual delay of the 
permit/approval process likely to be caused by the Unreasonable County Activity. 

(4 If, within fourteen (I 4) days following receipt of notice alleging 
Unreasonable County Activity, Director and Lessee have not agreed in writing as to 
whether or not an extension is appropriate, or if appropriate, the length of any such 
extension, then the matter shall be referred to binding arbitration in accordance with 
Article I6 of this Lease. The arbitrator shall be instructed that, if Unreasonable County 
Activity has occurred, then the standards set forth in subsection (b) above will be applied 
to determine the length of any extension. 

The period of any extension pursuant to this subsection shall be equal to the 
period of the delay caused by the Unreasonable County Activity. If the Required Construction 
Commencement Date is extended pursuant to this subsection 5.72, then the Required 
Construction Completion Date shall be extended to the date which is eighteen (IS) months after 
the Required Construction Commencement Date, as so extended. 

5.7.3 Delay in Obtaininp Permits or Approvals. Except as otherwise 
provided in subsection 5.7.4, if as of the Required Construction Commencement Date (as 
it may be extended as provided above), Lessee has not obtained a permit or other 
approval necessary to the commencement of construction from a regulatory body or 
agency other than County, or such regulatory body has obtained an injunction preventing 
the commencement of construction, and such permits, approvals or the removal of such 
injunction constitute(s) the major remaining impediment to the commencement of 
construction, then the Required Construction Commencement Date shall be extended to 
forty-five (45) days after the date upon which such permit is issued or injunction 
dissolved, provided that (1) Lessee has exhausted and continues to exhaust all 
commercially reasonable efforts to obtain such approval or permit or dissolution of such 
injunction, and (2) such extended Required Construction Commencement Date shall not 
be later than the second (2nd) anniversary of the date of Lessee’s exercise of the Option 
pursuant to the Option Agreement. If the Required Construction Commencement Date is 
so extended, then the Required Construction Completion Date shall be extended to the 
date which is eighteen (I 8) months after the Required Construction Commencement 
Date, as so extended. The extension provided by this subsection shall be the only 
extension available in a situation where such pennits and/or approvals have not been 
issued or such regulatory body or agency has obtained such an injunction. 

5.7.4 Limitation of Extensions. Notwithstanding the foregoing, Lessee 
shall not be entitled to any extension unless Lessee had actually been pursuing the 
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process of obtaining all pennits, approvals, financing and other items necessary for the 
Substantial Commencement of Construction with due diligence, and unless all 
Improvements specified and plans and specifications submitted by Lessee in connection 
with any such permit, approval, financing or other item substantially conformed to (i) the 
Final Redevelopment Work Plans and Specifications, and (ii) the land use laws and 
regulations and the Local Coastal Plan (except for any required density transfer between 
Development Zones) existing as of the date of execution of this Lease by Lessee. 

5.7.5 Obligation to Pay Rent. Notwithstanding anything to the contrary 
contained in this Lease. no extension, relaxation or modification of the requirement to 
Substantially Commence construction of the Redevelopment Work by the Required 
Construction Commencement Date and complete such Improvements by the Required 
Construction Completion Date, shall relieve Lessee of its obligation to pay County the 
Annual Minimum Rent, Percentage Rent and other amounts set forth in Article 4 of this 
Lease. 

5.8 Manner of Construction. 

5.8.1 General Construction Standards. All construction, alteration, 
modification or repairs permitted herein shall be accomplished by Lessee with due 
diligence. Lessee shall take all reasonable steps to minimize any damage, disruption or 
inconvenience caused by such work and make adequate provisions for the safety and 
convenience of all persons affected thereby. Lessee shall repair, at its own cost and 
expense, any and all damage caused by such work, and shall restore the area upon which 
such work is performed to a condition which is at least equal to or better than the 
condition which existed before such work was commenced. Additionally, Lessee shall 
pay or cause to be paid all costs and expenses associated therewith and shall indemnify, 
defend and hold County harmless from and against all damages, costs, expenses, losses or 
claims arising out of or in connection with the performance of such work, except to the 
extent that such damages, costs, expenses, losses or claims are caused by County. Dust, 
noise and other effects of such work shall be controlled using accepted measures 
customarily utilized in order to control such deleterious effects associated with 
construction projects in well populated and developed areas of southern California. 

5.8.2 Utility Work. Any work performed by or on behalf of Lessee or any 
occupant of the Premises to connect to, repair, relocate, maintain or install any storm 
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drain, sanitary sewer, water line, gas line, telephone conduit, or any other utility service 
shall be performed in a manner that minimizes interference with the provision of such 
services to the Premises and other persons. 

5.8.3 Construction Safeguards. Lessee shall erect and properly maintain at 
all times, as required by the conditions and the progress of work performed by or on 
behalf of Lessee, all necessary safeguards for the protection of workers and the public. 

5.8.4 Compliance with Construction Documents and Laws; Issuance of 
Pennits. All lmprovements on the Premises shall be completed in substantial compliance 
with any construction documents approved by County and also in compliance with all 
applicable local, state and federal laws and regulations. Lessee shall have the sole 
responsibility for obtaining all necessary permits and shall make application for such 
permits directly to the person or governmental agency having jurisdiction thereover. 

5.8.5 Notice to Director; Damage to County Improvements. Lessee further 
agrees to keep Director apprised of the progress of the work to the end that Director may, 
upon at least one (1) Business Day advance notice, timely inspect the Premises to assure 
proper safeguarding of any County-owned improvements existing on or around the 
Premises, including but not limited to seawalls, underground conduits and utility lines. If 
any such County-owned improvement is damaged as a result of construction activity by 
Lessee or its contractors, Lessee agrees to repair such damage immediately at no cost or 
expense to County. Lessee shall add the work necessary to repair such damage to the 
construction schedule for the Redevelopment Work (or other Alteration work, as 
applicable), and shall complete such repair work in accordance with such schedule; 
provided that if such damage to County-owned improvements creates a threat to public 
health and safety or materially adversely affects the condition, appearance or operation of 
any County-owned improvement or of any other property, then Lessee shall promptly 
commence the completion of such repair work and complete such repair work as soon as 
reasonably possible thereafter. In the event that Lessee fails to effectuate such repair in 
accordance with the foregoing requirements, County may enter upon the Premises to 
make such repairs, the Actual Cost of which shall be paid by Lessee within five (5) 
business days after demand by County. This subsection 5.8.5 shall not be deemed to 
impose upon Lessee any obligation to repair damage to County-owned improvements 
existing on or around the Premises if such damage was not incurred as a result of 
Lessee’s construction activities. 

5.8.6 Rights of Access. Representatives of the Department of Beaches and 
Harbors of the County shall, upon reasonable notice and at reasonable times during 
nonnal business hours, have the right of reasonable access to the Premises and the 
Improvements thereon without charges or fees, but at no cost or expense to Lessee, for 
the purpose of ascertaining compliance with the terms and conditions of this Lease, 
including but not limited to the inspection of the construction work being performed. 
Such access shall be reasonably calculated to minimize interference with Lessee’s 
construction and/or operations, and County shall comply with industry safety standards in 
connection with any such access. Lessee shall have the right to have a representative 
present to accompany the representatives of the Department of Beaches and Harbors of 
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the County in connection with such access. In the event of any emergency which is life- 
threatening or which involves the threat of potential substantial damage, County shall 
have the right to enter the Premises immediately and without notice to or accompaniment 
by Lessee. 

5.5.7 Notice of Completion. Upon completion of the Redevelopment Work 
or any Alterations, Lessee shall tile or cause to be filed in the Official Records of the 
County of Los Angeles a Notice of Completion (the “Notice of Completion”) with 
respect to the Improvements and Lessee shall deliver to County, at no cost to County, two 
(2) sets of reproducible final as-built plans and specifications of the relevant 
Improvements. 

5.8.5 Final Completion Certificate. Promptly after completion of the 
Redevelopment Work, the Apartment Renovation Work or the dock renovation work 
described in subsection 5.2.4 above, upon Lessee’s request, County shall execute and 
deliver to Lessee a final completion certificate (the “Final Completion Certificate”) as to 
the work which is the subject thereof, which shall conclusively evidence the completion 
of such work by Lessee in accordance with the terms of this Lease. 

5.9 Use of Plans. Contracts between Lessee and any architect, design professional or 
licensed contractor in connection with the construction, alteration or modification of 
Improvements on the Premises shall provide, in form and content reasonably satisfactory to 
County, for the assignment thereof to County Cder(s) if required 
bv Lessee’s Encumbrance Holder(s)) as security to County for Lessee’s performance hereunder, 
and County shall be furnished with a copy of any such contract, together with the further 
agreement of the parties thereto, that if this Lease is terminated by County due to Lessee’s 
default, County_lor if Count-y enters into a new Lease with Lessee’s Encumbrance Holder __.-.- - 
pursuant to Article 12. then Less& Encumbrance Holder) may, at its election, use any plans ___ 
and specifications created by such architect, design professional or contractor in connection with 
the contract, upon the payment of any sums due to any party thereto. County’s right to elect to 
use plans and specifications as described above shall not include the unauthorized right to use 
any trade marks, trade names or logos of Lessee or any such architect, design professional or 
contractor. The assignment to County and Lessee’s Encumbrance Holder(s) described in this __ _---_- _- 
Section 5.9 shall be effective until the Final Completion Certificate for the subject work is 
issued, and shall be subordinate to the security interest, if any, of Lessee’s construction lender in 
the assigned contract, which subordination shall be in a form reasonably acceptable to Lessee’s 
construction lender. 

5.10 Where Director Approval Not Required. Notwithstanding the foregoing, and 
notwithstanding anything to the contrary in this Article 5, Lessee shall not be required to seek or 
obtain the approvals of Director described in this Article 5 (including those set forth in Section 
5.3) for Alterations (other than the Apartment Renovation Work or any modifications to the 
Apartment Renovation Work) where all of the following conditions are satisfied: (i) the total cost 
of the project is less than One Hundred Thousand Dollars ($1 OO,OOO), adjusted annually to 
reflect the increase or decrease in the ENR Index from and after the Effective Date (provided, 
however, that in no event shall such adjustment result in a reduction of the threshold for Director 
approval to less than One Hundred Thousand Dollars ($100,000); (ii) none of the proposed 
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construction activity is structural in nature; and, (iii) none of the proposed construction, 
additions, modifications or changes affect or are visible from the exterior of the Premises; 
provided, however, that whenever Lessee makes or constructs or permits any improvements in or 
to the Premises, Lessee shall (a) give written notice thereof (including a description of the work 
to be done and the permits obtained for such work), and (b) furnish a copy of “as-built” plans 
upon completion of such work to County. 

5.11 Protection of County. Nothing in this Lease shall be construed as constituting the 
consent of County, express or implied, to the performance of any labor or the furnishing of any 
materials or any specific Improvements, alterations or repairs to the Premises of any part thereof 
by any contractor, subcontractor, laborer or materialman, nor as giving Lessee or any other 
person any right, power or authority to act as agent of or to contract for, or permit the rendering 
of, any services, or the furnishing of any materials, in any such manner as would give rise to the 
filing of mechanics’ liens or other claims against the County’s interest in the Premises or County. 

5.11.1 Posting Notices. County shall have the right at all reasonable times 
and places to post and, as appropriate, keep posted, on the Premises any notices which 
County may deem necessary for the protection of County’s interest in the Premises from 
mechanics liens or other claims. Lessee shall give County at least ten (10) business days 
prior written notice of the commencement of any work to be done on the Premises under 
this Article 5, in order to enable County timely to post such notices. 

5.11.2 Prompt Payment. Lessee shall make, or cause to be made, prompt 
payment of all monies due and owing to all persons doing any work or furnishing any 
materials or supplies to Lessee or any of its contractors or subcontractors in connection 
with the Premises and the Improvements thereon. Lessee shall have the right to contest 
any such amount; provided, however, the entire expense of any such contest (including 
interest and penalties which may accrue) shall be the responsibility of Lessee. 

5.11.3 Liens; Indemnity. Subject to Lessee’s rights to contest the same prior 
to payment, Lessee shall keep the Premises and any Improvements thereon free and clear 
of all mechanics’ liens and other liens arising out of or in connection with work done for 
Lessee and/or any parties claiming through Lessee. Lessee agrees to and shall indemnify, 
defend and hold County harmless from and against any claim, liability, loss, damages, 
costs, expenses, attorneys’ fees incurred in defending and all other expenses on account 
of claims of lien(s) of laborers or materialmen or others for work performed or materials 
or supplies furnished to Lessee or persons claiming under it. 

In the event any lien is recorded, Lessee shall, within five (5) business days after 
demand, furnish any one of the following, as determined by Lessee: (i) the bond described in 
California Civil Code Section 3 143, or successor statute, which results in the removal of such 
lien from the Premises, (ii) a Set Aside Letter from Lessee’s construction lender, in form and 
substance reasonably satisfactory to County, setting aside sufficient funds from Lessee’s 
construction loan for the satisfaction of such lien, or (iii) a title insurance policy or endorsement 
insuring County against any loss or liability arising out of such lien, together with any other 
evidence requested by County to evidence that such claim will be paid, removed or discharged as 
a claim against the Premises and/or County. 
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6. CONDEMNATION. 

6.1 Definitions --. 

6.1.1 Condemnation. “Condemnation” means (1) the exercise by any 
governmental entity of the power of eminent domain, whether by legal proceedings or 
otherwise, and (2) a voluntary sale or transfer to any Condemnor (as hereafter defined), 
either under threat of Condemnation or while legal proceedings for Condemnation are 
pending. 

6.1.2 Date of Taking. “Date of Taking” means the date the Condemnor has 
the right to possession of the Premises being condemned. 

6.1.3 Award. “Award” means all compensation, sums or anything of value 
awarded, paid or received from a total or partial Condemnation. 

6.1.4 Condemnor. “Condemnor” means any public or quasi-public 
authority, or private corporation or individual, having the power of eminent domain. 

6.2 Parties’ Rights and Obligations to be Governed bv Lease. If, during the Term of 
this Lease, there is any taking of all or any part of the Premises, any Improvements on the 
Premises or any interest in this Lease by Condemnation, the rights and obligations of the parties 
shall be determined pursuant to the provisions of this Article 6. 

6.3 Total Taking. If the Premises are totally taken by Condemnation, this Lease shall 
terminate on the Date of Taking. 

6.4 Effect of Partial Taking. If a portion of the Premises or the Improvements thereon 
are taken by Condemnation, this Lease shall remain in effect, except that Lessee may elect to 
terminate this Lease if the remaining portion of the Premises are rendered unsuitable (as defined 
herein) for Lessee’s continued use for the purposes contemplated by this Lease. The remaining 
portion of the Premises shall be deemed unsuitable for Lessee’s continued use if, following a 
reasonable amount of reconstruction (to the extent that funds therefor are available from the 
anticipated Award), Lessee’s business on the Premises could not be operated at an economically 
feasible level. Lessee must exercise its right to terminate by giving County written notice of its 
election within ninety (90) days after the nature and extent of the taking and the probable amount 
of compensation have been determined. Such notice shall also specify the date of termination, 
which shall not be prior to the Date of Taking. Failure to properly exercise the election provided 
for in this Section 6.4 will result in this Lease’s continuing in full force and effect, except that 
Annual Minimum Rent shall be abated pursuant to Section 6.5, below. 

In the event that Lessee does not elect to terminate this Lease as provided above, 
then Lessee, whether or not the Awards or payments, if any, on account of such taking shall be 
sufficient for the purpose, shall, at its sole cost and expense, within a reasonable period of time, 
commence and complete restoration of the remainder of the Premises as nearly as possible to its 
value, condition and character immediately prior to such taking, taking into account, however, 
any necessary reduction in size or other change resulting from the taking; provided, however, 
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that in case of a taking for temporary use, Lessee shall not be required to effect restoration until 
such taking is terminated. 

6.5 Effect of Partial Taking on Rent. If any portion of the Premises is taken by 
Condemnation and this Lease remains in full force and effect as to the portion of the Premises 
not so taken (a “Partial Taking”), the Annual Minimum Rent shall be reduced as of the date of 
the Partial Taking to an amount equal to the Annual Minimum Rent multiplied by the ratio of the 
fair market vaIue of the portion of the Premises not so taken to the fair market value of the entire 
Premises immediately prior to the Partial Taking, but without regard to any diminution in value 
resulting from the imminent taking. Upon the next Annual Minimum Rent Adjustment Date, as 
described in Section 4.3 above, if any, for the purposes of adjusting the Annual Minimum Rent, 
all Annual Minimum Rent and Percentage Rent paid by Lessee to County prior to the date of the 
Partial Taking shall be adjusted, for the purposes of this calculation only, to the proportion that 
the fair market value of the portion of the Premises which remains after the taking bears to the 
fair market value of the entire Premises immediately prior to the taking. If the parties cannot 
agree upon the appropriate Annual Minimum Rent, the matter shall be settled through arbitration 
in the manner set forth in Article 16 hereof. Any determinations of fair market value made 
pursuant to this Section 6.5 in connection with any arbitration proceeding shall be predicated 
upon the “income approach” or “income capitalization approach” to property valuation, as 
defined in The Dictionary of Real Estate Appraisal and/or The Appraisal of Real Estate, 
published by the Appraisal Institute or any successor organization (the “Income Approach”). All 
other obligations of Lessee under this Lease, including but not limited to the obligation to pay 
Percentage Rent, shall remain in full force and effect. 

6.6 Waiver of Code of Civil Procedure Section 1265.130. Each party waives the 
provisions of Code of Civil Procedure Section 1265.130 allowing either party to petition the 
Superior Court to terminate this Lease in the event of a Partial Taking of the Premises. 

6.7 Payment of Award. Awards and other payments on account of a taking, less 
costs, fees and expenses incurred in the collection thereof (“Net Awards and Payments”), shall 
be applied as follows: 

6.7. I Partial Taking Without Termination. Net Awards and Payments 
received on account of a Taking other than a total Taking or a Partial Taking which 
results in termination hereof or a taking for temporary use shall be held by County and 
shall be paid out to Lessee or Lessee’s designee(s), in progress payments, to pay the cost 
of restoration of the Premises. The balance, if any, shall be divided between County and 
Lessee pro rata, as nearly as practicable, based upon (1) the then value of County’s 
interest in the Premises (including its interest hereunder) and (2) the then value of 
Lessee’s interest in the remainder of the Term of this Lease including bonus value (for 
such purposes, the Term of this Lease shall not be deemed to have terminated even if 
Lessee so elects under Section 6.4). Any determinations of fair market value made 
pursuant to this Section 6.5 shall be predicated upon the Income Approach. 

In case of a taking other than a total taking or a taking for temporary 
use, Lessee shall furnish to County evidence satisfactory to County of the total cost of the 
restoration required by Section 6.4. 
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6.7.2 Takinp For Temporary Use. Net Awards and Payments received on 
account of a taking for temporary use shall be paid to Lessee; provided, however, that if 
any portion of any such award or payment is paid by the Condemnor by reason of any 
damage to or destruction of the Improvements, such portion shall be held and applied as 
provided in the first sentence of Section 6.7.1, above. 

6.7.3 Total Taking and Partial Takin,g with Termination. Net Awards and 
Payments received on account of a total taking or a Partial Taking which results in the 
termination of this Lease shall be allocated in the following order: 

F&t: There shall be paid to County an amount equal to the greater of 
(a) the sum of (1) the present value of all Annual Minimum Rent, Percentage Rent and 
other sums which would become due through the expiration of the Term if it were not for 
the taking less, in the event of a Partial Taking, an amount equal to the present value of 
the fair rental value of the portion of the Premises (with the Improvements thereon) not 
subject to the Partial Taking, from the date of the Partial Taking through the expiration of 
the Term and (2) the present value of the portion of the Premises (with the Improvements 
thereon) subject to the taking from and after the expiration of the Term or (b) in the event 
of a Partial Taking, the present value of the fair market rental value of the portion of the 
Premises (with the Improvements thereon) subject to the Partial Taking, from and after 
the expiration of the Term. 

Second: There shall be paid to any Encumbrance Holder an amount 
equal to the sum of any unpaid principal amount of any Encumbrance secured by the 
Premises plus costs, expenses, and other sums due pursuant the loan documents, if any, 
and any interest accrued thereon, all as of the date on which such payment is made; and 
then 

Third: There shall be paid to Lessee an amount equal to the value of 
Lessee’s interest in the remainder of the Term of this Lease, including the value of the 
ownership interest in and use of the Improvements constructed on the Premises, 
determined as of the date of such taking, less payments made under paragraph Second 
above. For such purposes, the Term of this Lease shall not be deemed to have terminated 
even if Lessee so elects under Section 6.4. 

The balance shall be paid to County. Fourth: 

6.7.4 Disputes. Any dispute under Article 6 concerning the fair market 
value of the Premises or any portion thereof, computation of present value or the 
determination of the amount of Annual Minimum Rent or Percentage Rent or other sums 
which would have become due over the Term of this Lease which are not resolved by the 
parties, shall be submitted to arbitration pursuant to Article 16 of this Lease. Such 
valuations, computations and determinations of value shall be made utilizing the Income 
Approach. 
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7. SECURITY DEPOSIT. 

7.1 Amount and Use. On or prior to the Effective Date, Lessee shall deliver to 
County a security deposit (the “Security Deposit”) in the amount of one-twelfth (1/12th) of the 
total Annual Rent that was payable by Lessee for the year immediately preceding the Effective 
Date. County shall apply the current balance of any security deposit under the Existing Leases 
as a credit against the Security Deposit required to be delivered by Lessee under this Section 7.1. 
On or before each of the first ten (IO) anniversaries of the Effective Date, Lessee shall deliver to 
County an additional amount equal to one-tenth (l/l 0th) of the amount by which $200,000 
exceeds the amount of the Security Deposit required as of the Effective Date. As of the tenth 
(10th) anniversary of the Effective Date and thereafter during the remainder of the Term, the 
Security Deposit maintained by Lessee with County shall be adjusted as of each January 1 to a 
sum equal to the greater of(i) $200,000 or (ii) one-twelfth (12th) of the total Annual Rent which 
was payable by Lessee for the immediately preceding calendar year. The Security Deposit shall 
secure Lessee’s obligations pursuant to this Lease, and may be drawn on by County, in whole or 
in part, to cover (a) delinquent rent not paid by Lessee within any applicable notice and cure 
period, and (b) any other Events of Default of Lessee under this Lease. The Security Deposit 
shall be applied at the discretion of County. Lessee shall have the right to maintain the Security 
Deposit in form of cash or in lieu or replacement of the cash Security Deposit requirement 
described above, in the form of a certificate of deposit, letter of credit or other approved 
investment instrument acceptable to County with respect to form, content and issuer. As long as 
no Event of Default by Lessee exists under the Lease, Lessee shall be entitled to any interest or 
other earnings which are actually earned on any unapplied portions of the Security Deposit 
delivered to County in the form of a certificate of deposit or other approved investment 
instrument (as opposed to cash, on which Lessee shall not be entitled to interest). Provided that 
no Event of Default then exists under the Lease, at the end of each Lease Year Lessee shall be 
entitled to a credit for all unexpended interest accruing to Lessee’s benefit with respect to the 
Security Deposit during such Lease Year pursuant to the immediately preceding sentence. 
Notwithstanding any contrary provision hereof, County shall have the right at any time to apply 
any accrued but uncredited interest (which accrued during non-Event of Default periods) against 
delinquent rents and other amounts owed by Lessee under the Lease. 

7.2 Replacement. In the event that some or all of the Security Deposit is drawn 
against by County and applied against any delinquent rent not paid by Lessee within any 
applicable notice or cure period, or against other Events of Default of Lessee hereunder, Lessee 
shall, within ten (I 0) days after receipt of written notice of the amount so applied and the reasons 
for such application, deposit sufficient additional funds with County, or cause the issuer of the 
Letter of Credit to reinstate the letter of credit to its full face amount, so that at all times that this 
Lease is in effect (other than between the date of the application of funds by County and the 
expiration of said ten (10) day period), the fir11 amount of the Security Deposit shall be available 
to County. Failure to maintain and replenish the Security Deposit, if not cured within the time 
period set forth in subsection 13. I .3, shall constitute an Event of Default hereunder. 

7.3 Renewal. Any Letter of Credit procured by Lessee and delivered to County shall 
provide for notice to County by the issuer thereof no less than sixty (60) days prior to the 
expiration of the term of such Letter of Credit in the event that the issuer thereof is not 
irrevocably committed to renew the term of such Letter of Credit. In the event that, thirty (30) 
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days prior to the expiration of such Letter of Credit; Lessee has not provided County with 
satisfactory evidence of its renewal or replacement, or has not provided County with adequate 
replacement security, County may draw down upon the Letter of Credit and hold the funds as 
security for Lessee’s obligations as set forth in this Lease and may apply the fUnds to cover 
delinquent rent not paid by Lessee within any applicable notice and cure period and/or any other 
Event of Default of Lessee under this Lease. 

8. INDEMNITY. 

Except to the extent caused by the gross negligence or willful misconduct of any such 
indemnitee, Lessee shall at all times relieve, defend, indemnify, protect, and save harmless 
County and its respective Boards, officers, agents, consultants, counsel, employees and 
volunteers from any and all claims, costs, losses, expenses or liability, including expenses and 
reasonable attorneys’ fees incurred in defending against the same by an attorney selected by 
Lessee and reasonably satisfactory to County, for the death of or injury to persons or damage to 
property, including property owned or controlled by or in the possession of County or any of its 
Board, officers, agents, employees or volunteers, to the extent that such arises from or is caused 
by (a) the operation, maintenance, use, or occupation of the Premises (other than the Promenade 
and the Seawall) by Lessee or its agents, officers, employees, licensees, concessionaires, 
permittees or Sublessees, (b) the acts, omissions, or negligence of Lessee, its agents, officers, 
employees, licensees, concessionaires, permittees or Sublessees, or (c) the failure of Lessee, its 
agents, officers, employees, licensees, concessionaires, permittees or Sublessees to observe and 
abide by any of the terms or conditions of this Lease or any applicable law, ordinance, rule, or 
regulation. The obligation of Lessee to so relieve, indemnify, protect, and save harmless County 
and each of its respective Boards, officers, agents, consultants, counsel, employees and 
volunteers, shall continue during any periods of occupancy or of holding over by Lessee, its 
agents, officers, employees, licensees, concessionaires, permittees or Sublessees, beyond the 
expiration of the Term or other termination of this Lease. Notwithstanding anything in this 
Lease to the contrary, Lessee and County acknowledge that their respective liability, if any, 
arising out of the operation, maintenance, use and/or occupation of the Promenade shall be 
governed by Applicable Law. 

9. INSURANCE. 

Lessee shall maintain at all times during the Term of this Lease policies of liability, 
worker’s compensation and property insurance from companies authorized to transact business 
in the State of California by the Insurance Commissioner thereof. 

9.1 Property Insurance. The policy of property insurance shall provide fire insurance 
with extended coverage, insuring against loss or damage by fire, lightning and the additional 
perils included in the standard extended coverage endorsement, as well as those included in the 
“all risk” policy, and burglary and theft insurance, on the structures, Improvements, inventory, 
trade fixtures, furnishings and equipment used or to be used by Lessee on the Premises. Such 
insurance shall be in an amount sufficiently adequate to enable the resumption of the leasehold 
operations by Lessee following the occurrence of any of the risks covered by said insurance. 
The policy shall provide standard fire and extended coverage insurance, and shall cover 
vandalism, malicious mischief, and those risks ordinarily defined in “All-Risk coverage.” The 
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policy shall also contain “business interruption , ” “rental interruption” and/or continuous 
operation coverage equal to one (I) year’s Annual Minimum Rent. During periods of substantial 
construction on the Premises, Lessee or Lessee’s contractor will provide completed value 
builder’s risk insurance reasonably satisfactory to County, together with (i) broad form liability 
and breach ofwarranty coverages by endorsement; and (ii) non owned, non hired automotive 
liability coverage with a policy limit of Two Million and 00/I 00 Dollars ($2,000,000). Such 
insurance shall be in an amount equal to one hundred percent (100%) of the full replacement cost 
of said buildings, structures, equipment, and Improvements (other than those portions of the 
Improvements which are not capable of being damaged by risks covered under an all risk 
policy), with a deductible not greater than tive percent (5%) of such replacement cost (as such 
replacement cost is determined by such insurance company and approved by County’s risk 
manager), and shall be placed and maintained with such insurance company or companies and in 
such form as shall be reasonably satisfactory to County. 

9.2 Form of Policy. All such insurance policies, along with their endorsements, shall 
name the Major Sublessee, if any, County and its respective Board of Supervisors and members 
thereof, and County’s officers, agents, employees and volunteers, as additional insureds and any 
Encumbrance Holder as loss payee. Upoe~~biect._tp_S~ion12.8,~~~ the occurrence of any 
loss, the proceeds of such insurance shall be held by County in trust for the named insureds as 
their interests appear, and shall be disbursed by County on a monthly basis to pay for work 
completed in accordance with then-prevailing industry custom and practice; provided, however, 
that if the insurance proceeds received with respect to a loss are less than $500,000 (as adjusted 
to reflect any increase in the ENR Index during the period from the Effective Date through the 
date of the loss), the Encumbrance Holder shall have the right to hold and disburse such proceeds 
to pay the renovation and repair of Improvements in accordance with the terms of the loan 
agreement or deed of trust with Lessee’s Encumbrance Holder. In the event of a loss, Lessee 
shall be obligated to rebuild or replace the destroyed or damaged buildings, structures, 
equipment, and Improvements, in accordance with the procedures set forth hereinabove for the 
initial construction, except as otherwise provided in Article 11 hereof. Any surplus or proceeds 
after said rebuilding or replacement shall be distributed to Lessee. 

Subject to the immediately following grammatical paragraph, a duplicate policy 
or policies evidencing such insurance coverage, in such form as shall be reasonably acceptable to 
County, shall be filed with Director no later than five (5) business days after the Effective Date, 
and such policy or policies shall provide that such insurance coverage will not be canceled or 
reduced without at least thirty (30) days prior written notice to Director or ten (10) business days 
in case of cancellation for failure to pay the premium. At least ten (10) business prior to the 
expiration of such policy, a certificate showing that such insurance coverage has been renewed 
shall be obtained by Lessee and filed with Director. 

In lieu of submitting a copy of the policy or policies evidencing the above 
insurance, Lessee may submit in a form reasonably acceptable to County a certiticate of 
insurance. 

Any such policy may be issued in the form of a blanket policy insuring other 
properties, in form, amount and content reasonably satisfactory to County, taking into account 
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any additional protection that County reasonably deems prudent to provide for losses related to 
such other properties. 

9.3 Liability Insurance. Lessee shall maintain in full force and effect during the Term 
of this Lease, comprehensive general liability insurance together with premises operations, 
products, completed operations, advertising, independent contractor and contractual liability 
coverages, including liquor liability, with a combined single limit of not less than Ten Million 
Dollars ($lO,OOO,OOO) per occurrence, Twenty Million Dollars ($20,000,000) annual aggregate; 
Lessee agrees that County and its respective Board of Supervisors and members thereof, and 
County’s officers, agents, employees and volunteers, shall be named as additional insureds under 
such liability insurance policy or policies. 

Subject to Lessee’s option to provide a certificate of insurance as set forth below, 
a duplicate policy or policies evidencing such insurance coverage shall be obtained by Lessee 
and filed with Director no later than five (5) business days after the Effective Date, and said 
policy shall provide that such insurance coverage shall not be canceled or reduced without at 
least thirty (30) days prior written notice to Director or ten (IO) business days in case of 
cancellation for failure to pay the premium. At least thirty (30) days prior to the expiration of 
any such policy, a policy showing that such insurance coverage has been renewed or extended 
shall be filed with Director. 

The amounts of liability insurance required by this Section shall be subject to 
renegotiation as of each fifth (5th) anniversary of the Effective Date (each, an “Insurance 
Renegotiation Date”). If County and Lessee cannot agree upon the amount of insurance by the 
sixtieth (60th) day preceding an Insurance Renegotiation Date, the matter shall be resolved by 
binding arbitration in accordance with Article 16. In no event shall the amounts of liability 
insurance be decreased as a result of such renegotiation or arbitration. Following such 
renegotiation or arbitration, the parties shall execute an amendment to this Lease setting forth the 
renegotiated insurance provisions or the arbitration judgment, as appropriate. 

In lieu of submitting a copy of the policy or policies evidencing the above 
insurance, Lessee may submit in a form reasonably acceptable to County a certificate of 
insurance. 

Any such policy may be issued in the form of a blanket policy insuring other 
properties, in form, amount and content reasonably satisfactory to County, taking into account 
any additional protection that County reasonably deems prudent to provide for losses related to 
such other properties. 

9.4 Worker’s Compensation Insurance. Lessee shall maintain in force during the 
Term of this Lease, in an amount and with coverage in compliance with applicable California 
law or, if no such law exists, then reasonably satisfactory to Director, Worker’s Compensation 
Insurance. 

9.5 Required Provisions. Lessee’s insurance policies required by this Article 9 shall 
be for a term of not less than one year and shall additionally provide: 
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(a) that the full amount of any losses to the extent insurance proceeds are 
available shall be payable to additional insureds notwithstanding any act, omission or 
negligence of Lessee which might otherwise result in forfeiture of such insurance; 

(b) in any property insurance policy, a waiver of a11 right of subrogation 
against County and its respective Board of Supervisors and members thereof, and 
County’s officers, agents, employees and volunteers with respect to losses payable under 
such policies; 

(4 in any property insurance policy, that such policies shall not be invalidated 
should the insured waive, prior to a loss, any or all right of recovery against any party for 
losses covered by such policies; 

(4 that the policies shall provide coverage on a “primary basis” with respect 
to the additional insureds, regardless of any other insurance or self-insurance that such 
additional insureds may elect to purchase OJ maintain; 

(4 that losses. if any, shall be adjusted with and payable to Lessee, County 
and Encumbrance Holders, if any, pursuant to a standard mortgagee clause; 

(f) that such policies shall not be suspended, voided, canceled, reduced in 
coverage OJ in limits OJ materially changed without at least thirty (30) days prior written 
notice to County and all Encumbrance Holders OJ ten (IO) business days in case of 
cancellation for failure to pay the premium; 

(8) that the insurance shall apply separately to each insured against whom a 
claim is made, except with respect to the overall limits of said insurer’s liability; and, 

(h) that such policies shall contain no special limitations on the scope of 
protection afforded to the additional insureds, and no failure to comply with the reporting 
provisions of such policies shall affect the coverage afforded to such additional insureds. 

9.6 Failure to Procure Insurance. Failure of Lessee to procure or renew the herein 
required insurance shall, if not cured within five (5) days after written notice from County, 
constitute a default hereunder. In the event of such failure, in addition to the other rights and 
remedies provided hereunder, County may, at its discretion, procure or renew such insurance and 
pay any and all premiums in connection therewith and all monies so paid by County shall be 
repaid by Lessee, with interest thereon at the Applicable Rate, to County within five (5) days 
after Lessee’s receipt of written demand therefor. 

10. MAINTENANCE AND REPAIR; DAMAGE AND DESTRUCTION. 

IO. 1 Lessee’s Maintenance and Repair Obligations. In addition to, and not in 
derogation OJ limitation of, any specific obligations of Lessee under Section 5.2.4 of this Lease 
respecting Lessee’s repair and maintenance of the Anchorage Facilities, Lessee shall maintain 
the Premises, including paved OJ unpaved ground surfaces and Improvements thereon (including 
the Promenade, but excluding the Excluded Conditions and excluding the Seawall), in 
conformance with the Minimum Standards regarding the use and occupancy of residential 
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apartment buildings and marina facilities in Marina de1 Rey (such as the Premises) as revised 
from time to time by County in a manner consistent with commercially reasonable maintenance 
standards applicable to other comparable residential apartment buildings and marina facilities in 
Marina de1 Rey (the “Maintenance Standard”). Any dispute as to whether revisions to the 
Minimum Standards adopted by the County from time to time pursuant to the immediately 
preceding sentence are commercially reasonable shall be submitted to arbitration pursuant to 
Article 16 of this Lease. Without limiting the foregoing, at Lessee’s sole cost and expense, but 
subject to the terms and conditions of this Lease, Lessee shall keep and maintain the Premises 
(including the P romenade) and all equipment, Improvements or physical structures of any kind 
which may exist or be erected, installed or made on the Premises in good and substantial repair 
and condition, including without limitation capital improvements and structural and roof repairs 
and replacement, and shall make all necessary repairs and alterations and replacements thereto, 
except as otherwise provided in this Article 10. Lessee shall undertake such repairs, alterations 
or replacements in compliance with Applicable Laws, the Maintenance Standard and the terms 
and provisions of this Article IO. Lessee shall maintain all Improvements on the Premises (other 
than the Excluded Conditions and the Seawall) in a safe, clean, wholesome and sanitary 
condition, in the commercially reasonable judgment of Director, and in compliance with all 
Applicable Laws. Lessee shall, at its own cost and expense, install, maintain and replace 
landscaping between the streets abutting the Premises and the building footprints on the Premises 
as is necessary in the commercially reasonable judgment of the Director to maintain the 
appearance of the Premises in a manner consistent with the Maintenance Standard. Lessee 
specifically agrees to provide proper containers for trash and garbage which are screened from 
public view, to keep the Premises free and clear of rubbish and litter. County in its proprietary 
capacity shall have the right to enter upon and inspect the Premises at any reasonable time for 
cleanliness, safety and compliance with this Section 10.1, as long as such entrance is not done in 
a manner which would unreasonably interfere with the operation of the Premises. The exclusion 
of the Excluded Conditions and the Seawall from Lessee’s maintenance obligations under this 
Section 10.1 shall not relieve Lessee from the obligation to repair and restore any damage to the 
Excluded Conditions and/or the Seawall caused by Lessee, its agents, employees, subtenants or 
contractors, or by Improvements constructed by or on behalf of Lessee, and Lessee hereby agrees 
to perform such repair or restoration work at Lessee’s sole cost and expense. 

10.2 Option to Terminate for Uninsured Casualty. In the event of any damage to or 
destruction of the Premises, or any Improvements located thereon (other than the Excluded 
Conditions and the Seawall, except to the extent damage thereto is caused by the Lessee, its 
agents, employees, subtenants or contractors, or by Improvements constructed by or on behalf of 
Lessee), Lessee shall, except as otherwise expressly provided in this Section 10.2, promptly 
(taking into consideration the necessity of obtaining approvals and permits for such 
reconstruction) repair and/or restore such Improvements to their condition existing prior to the 
damage or destruction. Except as otherwise expressly provided in this Section 10.2, such 
obligation to repair and restore is absolute, and is in no way dependent upon the existence or 
availability of insurance proceeds. Repair and restoration of any damage or destruction shall 
take place in accordance with the provisions of Article 5. Notwithstanding the foregoing, Lessee 
shall have the option to terminate this Lease and be relieved of the obligation to restore the 
Improvements on the Premises where all or substantially all of the Improvements on the 
Premises (other than the Excluded Conditions and the Seawall) are substantially damaged or 
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destroyed and such damage or destruction resulted from a cause not required to be insured 
against by this Lease (an “Uninsured Loss”), and where all of the following occur: 

10.2.1 No more than one hundred (100) days following the Uninsured Loss, 
Lessee shall notify County of its election to terminate this Lease; to be effective, this 
notice must include both a copy of Lessee’s notification to the Encumbrance Holder, if 
any, of Lessee’s intention to exercise this option to terminate and Lessee’s certification 
under penalty of perjury that Lessee has delivered or mailed such notification to the 
Encumbrance Holder in accordance with this subsection 10.2.1. County shall be entitled 
to rely upon the foregoing notice and certification as conclusive evidence that Lessee has 
notified the Encumbrance Holder regarding Lessee’s desire to terminate this Lease. 

10.2.2 No more than sixty (60) days following the giving of the notice 
required by subsection 10.2.1 or such longer time as may be reasonable under the 
circumstances, Lessee shall, at Lessee’s expense: remove all debris and other rubble from 
the Premises; secure the Premises against trespassers; and, at County’s election, remove 
all remaining Improvements on the Premises. 

10.2.3 No more than sixty (60) days following the loss, Lessee delivers to 
County a quitclaim deed to the Premises in recordable form, in form and content 
satisfactory to County and/or with such other documentation as may be reasonably 
requested by County or any title company on behalf of County, terminating Lessee’s 
interest in the Premises and reconveying such interest to County free and clear of any and 
ali Encumbrances and Subleases. 

10.2.4 Within ten (IO) days following the County’s receipt of the notice 
referred to in subsection 10.2. I, County has not received both written notice from the 
Encumbrance Holder, if any, objecting to such termination and an agreement containing 
an effective assignment of Lessee’s interest in this Lease to such Encumbrance Holder 
whereby such Encumbrance Holder expressly assumes and agrees to be bound by and 
perform all of Lessee’s obligations under this Lease. 

10.3 No Option to Terminate for Insured Casualty. Lessee shall have no option to 
terminate this Lease or otherwise be relieved of its obligation to restore the Improvements on the 
Premises where the damage or destruction results from a cause required to be insured against by 
this Lease. 

10.4 No County Obligation to Make Repairs. County shall have no obligation 
whatsoever to make any repairs or perform any maintenance on the Premises; provided, 
however, that Director shall in its good faith discretion consider the application of funds toward 
the maintenance, repair and replacement of the existing seawall protecting the Premises (the 
“Seawall”) if and to the extent such funds are made available to Director for such uses by County 
and its Board of Supervisors. Director shall undertake such maintenance, repair and 
replacement, if any, with due diligence consistent with the funding provided. In the event the 
Seawall is in imminent danger of collapse or has collapsed, Director shall promptly seek funding 
from the Board of Supervisors for repair or replacement as may be necessary to avoid or repair 
such collapse. If County is obligated to maintain or repair the Seawall under the terms of a lease 
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between the County and any other lessee in Marina de1 Rey, or if County in fact maintains or 
repairs the Seawall for the benefit of any other lessee in Marina de1 Rey, County shall have the 
same obligation(s) with respect to the Seawall protecting the Premises. Except as expressly 
provided in this Section 10.4, County shall have no obligation to maintain or repair the Seawal]. 

10.5 Repairs Not Performed by Lessee. If Lessee fails to make any repairs or 
replacements as required, Director may notify Lessee of said failure in writing, and should 
Lessee fail to cure said failure and make repairs or replacements within a reasonable time as 
established by Director, County may make such repairs or replacements and the cost thereof, 
including, but not limited to, the cost of labor, overhead, materials and equipment, shall be 
charged against Lessee as provided in Section 13.5. 

IO.6 Other Repairs. Although having no obligation to do so, County may, at its own 
cost and at its sole discretion, perform or pennit others to perform any necessary dredging, 
filling, grading or repair of water systems, sewer facilities, roads, or other County facilities on or 
about the Premises. Any entry by County onto the Premises pursuant to this Section 10.6 and 
any entry onto the Premises to perform work on the Seawall pursuant to Section 10.4 above, 
shall be made in accordance with the following requirements: (i) prior to entry onto the Premises 
County shall cause each of its contractors to provide to Lessee evidence that such contractor has 
procured commercial general liability insurance coverage pertaining to such contractor’s 
activities on the Premises, which insurance coverage shall be consistent with County’s insurance 
requirements generally applicable to County contractors, and shall name Lessee as an additional 
insured; (ii) County’s contractors shall comply with industry standard safety requirements; 
(iii) County shall repair, or cause its contractors to repair, any damage to the Premises caused by 
the activities of County and/or it contractors on the Premises pursuant to this Section 10.6 or 
Section 10.4 above; and (iv) any entry onto the Premises by County or its contractors for the 
purpose of performing work pertaining to the Seawall shall be confined to the Promenade and 
the fire access lane over the Premises, except in extraordinary circumstances to the extent that 
due to the scope or nature of the work and/or due to safety concerns, the work cannot reasonably 
be confined to such area. In any such extraordinary situation County and Lessee agree to 
cooperate to define a work and/or access area that is reasonably acceptable to both parties. 

10.7 Notice of Damage. Lessee shall give prompt notice to County of any fire or 
material damage affecting the Premises from any cause whatsoever. 

10.8 Waiver of Civil Code Sections. The parties’ rights shall be governed by this 
Lease in the event of damage or destruction. The parties hereby waive the provisions of 
California Civil Code Section 1932 and any other provisions of law which provide for contrary 
or additional rights. 

11. ASSIGNMENT AND SUBLEASE. 

11.1 Subleases. 

11.1.1 Definition. The term “Sublease” shall mean any lease, license, 
permit, concession or other interest in the Premises, or a right to use the Premises or a 
portion thereof, which is conveyed or granted by Lessee to a third party, and which 
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constitutes less than the unrestricted conveyance of the entire Lessee’s interest under this 
Lease. “Sublessee” shall be the person or entity to whom such right to use is conveyed 
by a Sublease. A Sublease which grants or conveys to the Sublessee the right to possess 
or use all or substantially all of the Premises is sometimes referred to in this Lease as a 
“Major Sublease” and the Sublessee under such agreement is sometimes referred to in 
this Lease as a “Major Sublessee”. 

11.12 Approval Required. At least thirty (30) days prior to the proposed 
effective date of any Sublease that is not a Major Sublease or an Approved 
Apartment/Slip Lease (as defined below), or of any assignment or material amendment of 
such Sublease, Lessee shall submit a copy of such Sublease (or assignment or amendment 
thereof), to Director for approval, which approval shall be given or withheld at Director’s 
soleand-absolutereasonable discretion. To the extent practical, Director shall approve or 
disapprove said proposed Sublease, aJnendJneJIt or assignment within thirty (30) days 
after receipt thereof. In no event, however, shall any such Sublease, amendment or 
assignment be made or become effective without the prior approval of Director. Each 
such Sublease shall specifically provide that the Sublessee shall comply with all of the 
terms, covenants, and conditions of this Lease applicable to the portion of the Premises 
subject to the Sublease. 

Notwithstanding any contrary provision of this Article 1 I, Lessee 
shall not be required to obtain County’s approval of any Sublease of an individual 
apartment or boat slip unit in the ordinary course (but not the master lease of multiple 
units) to a person or persons who will physically occupy the subleased unit, as long as 
such Sublease is in the fonn of the standard residential apartment lease or boat slip lease, 
as the case may be, hereafter submitted to and approved by County and the term of such 
Sublease does not exceed one (1) year (each, an “Approved Apartment/Slip Lease”). The 
terms and provisions of Sections 11.2 and I I .3 of this Lease shall not be applicable to 
Approved Apartment/SIip Leases. Upon request by County, Lessee shall furnish County 
with a current rent roll respecting the Approved Apartment/Slip Leases and a copy of all 
of such Approved Apartment/Slip Leases. 

11.1.3 Major Sublease. Lessee shall enter into a Major Sublease only with a 
reputable owner or manager of comparable residential apartment and marina facilities 
such as exist on the Premises. In light of the inherent detailed nature of a Major 
Sublease, Lessee shall deliver to County a copy of any proposed Major Sublease, or any 
sub-sublease or any other document pursuant to which an interest is proposed to be 
transferred in all or substantially all of the Premises, not less than sixty (60) days prior to 
the proposed effective date of such proposed Major Sublease or other document, for 
County’s review and approval pursuant to the procedures and requirements specified in 
Section 11.2. 

I 1.2 Approval of Assignments and Maior Subleases. Except as specifically 
hereinbefore provided in this Article I 1, Lessee shall not, without the prior written consent of 
County, which shall be based upon factors described in Exhibit J hereto, which is incorporated 
herein by this reference (“Assignment Standards”), andwhich shall~be applied..& a commercial& .~ --. 
reasp_nal&manner, either directly or indirectly give, assign, hypothecate, encumber, transfer, or 
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grant control of this Lease or any interest, right, or privilege therein (including without limitation 
the right to manage or otherwise operate the Improvements located from time to time on the 
Premises), or enter into a Major Sublease affecting the Premises, or license the use of the all or 
substantially all of the Premises. Notwithstanding the foregoing, Lessee shall have the right, 
without the prior approval of County, to retain E&S Ring Management Company, or another 
affiliate of a general partner of Lessee, as the property manager for the Premises. Any Change of 
Ownership that is not an Excluded Transfer shall constitute an assignment of Lessee’s interest 
under this Lease. In addition, for purposes of this provision, the following acts of Lessee shall 
require the prior written consent of County to be effective: (1) the addition, removal or 
replacement of one or more general partners or managing members in a Lessee which is a limited 
partnership or limited liability entity, except (a) by death, insolvency, incapacity, resignation 
(except for a sole general partner, if any) or removal of a general partner or managing member 
and his replacement by a vote of the limited partners, the remaining general partners or 
remaining members, or (b) if any general partner or managing member owning more than fifty 
percent (50%) of the interests of the partnership or limited liability entity acquires the interest of 
another general partner or managing member owning fifteen percent (15%) or less of the 
interests in the partnership or limited liability entity; (2) the sale, assignment, or transfer of fifty- 
percent (50%) or more of the stock in a corporation which owns or is a general partner in a 
partnership owning an interest in this Lease. Lessee shall provide County with any information 
reasonably requested by County in order to determine whether or not to grant approval of the 
assignment as provided herein. These same limitations and approval requirements shall apply 
with respect to the Sublessee’s interest under a Major Sublease. 

11.2.1 County’s Use of Discretion and Limitation on Permissible Assignees. 
In exercising its discretion to approve assignments as provided in this Section 1 I .2, 
County shall take into account the Assignment Standards and, if County determines that 
such Assignment Standards are satisfied, County shall not withhold or unreasonably 
delay its consent to any proposed assignment. 

11.2.2 Involuntary Transfers Prohibited. Except as otherwise specifically 
provided in this Lease, neither this Lease nor any of the Lessee’s interest in this Lease (as 
opposed to ownership interests in Lessee itself) shall be assignable or transferable in 
proceedings in attachment, garnishment, or execution against Lessee, or in voluntary or 
involuntary proceedings in bankruptcy or insolvency or receivership taken by or against 
Lessee, or by any process of law including proceedings under the Bankruptcy Act. 

11.2.3 Procedure. Requests for approval of any proposed assignment shall 
be processed in accordance with the following procedures: 

11.2.3.1 Prior to entering into any agreement requiring the 
approval of County pursuant to this Sections I 1.1 or 11.2, Lessee (or the entity 
seeking approval of such assignment) shall notify County and deliver to County 
all information relevant to the proposed assignment, including without limitation 
any term sheets, letters of intent, draft Major Subleases, any other documents 
which set forth any proposed agreement regarding the Premises and the 
information set forth in subsection 1 1.2.3.5. County will evaluate the information 
provided to it and County may request additional information as may be 
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reasonably necessary to act on the request. Under no circumstances will County 
formally discuss an assignment with any proposed assignee prior to reviewing the 
proposal with Lessee. 

I 1.2.3.2 In completing its review of the proposal and granting 
or withholding its consent thereto, County will not be bound by any deadline 
contained in any proposed assignments, Major Subleases, escrow instructions or 
other agreements to which County is not a party. 

11.2.3.3 Lessee acknowledges that the time needed for County 
to review a proposed assignment depends on many factors, including without 
limitation the complexity of the proposed transaction, the financial and other 
information submitted for review, and the workload of County’s personnel. 
Notwithstanding the foregoing, County shall act as promptly as governmental 
processes permit in processing and acting upon a requested approval of an 
assignment of Lessee’s interest under this Article 11. 

1 1.2.3.4 Lessee shall be required to reimburse County for its 
Actual Costs incurred in connection with the proposed assignment, whether or not 
County ultimately grants its approval to the proposed assignment. 

1 1.2.3.5 Lessee or the proposed assignee shall provide County 
with sufficient information for County to determine if the public interest will be 
served by approving the proposed transaction. The infonation that must be 
provided includes, but shall not be limited to, the following: 

(4 Nature of the Assignee. Full disclosure is required in accordance with this 
Lease and County’s applicant disclosure policy then in effect. 
Additionally, a flowchart identifying the chain of ownership of the 
assignee and its decision-making authority shall be provided to County. 
County shall be advised if the proposed assignee, or any other person or 
entity for whom disclosure is required pursuant to County’s disclosure 
policy, has had any leasehold or concessionaire’s interest canceled or 
terminated by the landlord due to the tenant or Lessee’s breach or default 
thereunder. 

w Financial Condition of Assignee. County shall be provided with current, 
certified financial statements, including balance sheets and profit and loss 
statements, demonstrating the proposed assignee’s financial condition for 
the preceding five (5) years, or such shorter period that assignee has been 
in existence. This requirement shall also apply to any related person or 
entity which will be responsible for or guarantee the obligations of the 
proposed assignee or provide any funds or credit to such proposed 
assignee. 

(cl Financial Analysis. County shall be provided with the proposed 
assignee’s financing plan for the operation of the Premises (unless the 
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assignment is pursuant to a Change of Ownership that is an Excluded 
Transfer or is pursuant to a Change of Ownership that involves the transfer 
of only beneficial ownership interests in the constituent owners of Lessee, 
and following such transfer there is no intended change in the financing 
plan for the operation and improvement of the Premises) and for any 
contemplated improvement thereof, demonstrating such proposed 
assignee’s financial capability to so operate the Premises and construct 
such improvements. Such financing plan shall include, but not be limited 
to, information detailing (1) equity capital; (2) sources and uses of funds; 
(3) terms of financing; (4) debt service coverage and ratio; and (5) loan to 
value ratio. The proposed assignee shall also provide County with 
documentation demonstrating such proposed assignee’s financial viability, 
such as letters of commitment from financial institutions which 
demonstrate the availability of sufficient funds to complete any proposed 
construction or improvements on the Premises. Further, such proposed 
assignee shall authorize the release of financial information to County 
from financial institutions relating to the proposed assignee or other 
information supplied in support of the proposed assignment. 

Business Plan. County shall be provided with the proposed assignee’s 
business plan for the Premises (unless the assignment is pursuant to a 
Change of Ownership that constitutes an Excluded Transfer or is pursuant 
to a Change of Ownership that involves the transfer of only beneficial 
ownership interests in the constituent owners of Lessee, and following 
such transfer there is no intended change in the business plan for the 
Premises), including pro forma financial projections for the Premises for 
the five (5) year period beginning upon the commencement of the 
proposed assignment. Such pro forma projections will include capital 
costs, income and expenses, as well as debt service and all other payments 
to providers of debt and equity, and will be accompanied by a statement of 
basic assumptions and an identification of the sources of the data used in 
the production of such projections. 

Assignor’s Financial Statements. County shall be provided with certified 
financial statements, including balance sheets and profits and loss 
statements concerning the assignor Lessee and its operations for the three 
(3) most recent years prior to the proposed transaction. 

Cure of Defaults. County shall be provided with the proposed assignee’s 
specific plans to cure any and all delinquencies under this Lease which 
may be identified by County, whether identified before or after the date of 
the proposed assignment. 

Prospectus Materials. County shall be provided with any materials 
distributed to third parties relating to the business of the proposed assignee 
to be conducted on, from or relating to the Premises. 
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(h) Other Information. County shall be provided with a clear description of 
the terms and conditions of the proposed assignment, including a 
description of the proposed use of the Premises and any proposed 
alterations or improvements to the Premises. Additionally, County shall 
be provided with any and all other information which it reasonably 
requests of Lessee to assist in its review of the proposed transaction, 
including without limitation materials pertinent to the issues noted in this 
subsection to the extent that they exist, such as escrow instructions, 
security agreements, personal property schedules, appraisals, market 
reports, lien releases, UCC Statements, preliminary title reports, 
management agreements affecting the Premises, contracts in excess of 
$25,000 affecting the Premises, schedules of pending or threatened 
litigation, and attorneys’ closing opinions relating to Lessee, the proposed 
assignee or the Premises. County shall endeavor to keep the foregoing 
materials confidential, subject to the Public Records Act and other 
Applicable Laws. 

1 1.2.3.6 Nondisturbance. At the request of Lessee, County 
shall agree to execute a subordination, nondisturbance and attomment agreement 
and a ground lessor’s estoppel certificate on commercially reasonable terms in 
favor of any Major Sublessee. 

I 1.2.3.7 Final Documents. Prior to granting its approval over 
any proposed assignment, County shall be provided with an executed Assignment 
and Acceptance of Assignment in form and content as approved or supplied by 
the County. Ten (10) copies of each must be submitted to County, of which five 
(5) shall be signed originals and properly acknowledged. 

11.2.4 County Ripht to Recapture. If Lessee proposes to assign its interest in 
this Lease or the Premises, or proposes to enter into any Major Sublease affecting the 
Premises (with either such proposed transaction herein referred to as a “Proposed 
Transfer”), it shall provide County with written notice of such desire and the sale price 
(“Lessee Sale Price”) at which it is willing to consummate the Proposed Transfer. Within 
sixty (60) days thereafter, the County shall provide Lessee with written notification as to 
whether it has elected to acquire an option to purchase the interest subject to the Proposed 
Transfer. During said sixty (60) day period, Lessee may continue to market the interest 
subject to the Proposed Transfer, provided that such interest is offered subject to 
County’s rights as provided herein. In the event that, prior to the expiration of said sixty 
(60) day period, County has given notice to Lessee that it has elected to acquire said 
option, Lessee shall deliver to County an assignable option to purchase the interest 
subject to the Proposed Transfer (“County Option”) at the Lessee Sale Price. Such 
County Option shall have a term of five (5) calendar months. During the term of the 
County Option, Lessee shall make the Premises and its books and records reasonably 
available for inspection by County and third parties as reasonably requested by County. 
In the event that County causes Lessee to issue the County Option and subsequently 
declines to purchase the interest subject to the Proposed Transfer at the Lessee Sale Price, 
County shall pay to Lessee at the expiration of the County Option period (or, at County’s 
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election, credit to Lessee against the next applicable installment(s) of Annual Minimum 
Rent and Percentage Rent), a sum (the “County Option Price”) which represents (i) three 
percent (3%) of the Lessee Sale Price, plus (ii) seven percent (7%) interest per annum on 
said three percent (3%) of the Lessee Sale Price, from the date Lessee received notice of 
County’s election to receive the County Option through the date on which the County 
Option Price, together with interest thereon, is paid or credited in full. If County either 
(a) fails to elect to cause Lessee to issue the County Option within said sixty (60) day 
period or (b) gives notice that it has elected not to acquire the interest subject to the 
Proposed Transfer, then Lessee shall be entitled to consummate the Proposed Transfer 
with a third party (subject to County’s approval rights as otherwise set forth in this Lease) 
during the ensuing n&eighteen (-918) month period so long as the actual price for the 
Proposed Transfer is equal to or greater than the Lessee Sale Price last offered to County 
and upon no more favorable material terms to the assignee. In the event of a proposed 
Major Sublease or other permitted assignment of less than all of the Premises, County’s 
election shall pertain to such portion of the Premises subject to the proposed Major 
Sublease or assignment and, in the event that County elects to acquire such portion of 
Lessee’s interest in the Premises, Lessee’s Annual Minimum Rent shall be proportionally 
reduced and Lessee’s obligation to pay Percentage Rent shall pertain only to the amounts 
derived from the portion of the Premises retained by Lessee. In the event that County 
elects to recapture all or any portion of the Premises as provided herein, Lessee agrees to 
execute promptly a termination agreement and such other documentation as may be 
reasonably necessary to evidence the termination of this Lease, to set a termination date 
and to prorate rent and other charges with respect to the termination. County’s rights 
pursuant to this subsection 1 1.2.4 shall not apply to Financing Events or those events 
identified in subsection 4.6.2 of this Lease. 

11.2.5 County Credits Toward Purchase Price. In the event that County or 
its assignee elects to exercise the County Option, it shall receive the following credits 
toward the Lessee Sale Price: (1) the Net Proceeds Share which would be payable to 
County in the event that a third party were to purchase the interest offered at the Lessee 
Sale Price and (2) an amount which represents unpaid Annual Minimum Rent, 
Percentage Rent, and all other amounts then due-and-payable under the Lease, if any 
(includinp any amounts that may arise from an audit by Countv. but that had not been 
determined as of that date), with late fees and interest as provided herein, from the end of 
the period most recently subject to County audit through the date of the purchase of the 
interest by County. In lieu of the credit described in (2) above, Lessee may provide 
County with a letter of credit or other security satisfactory to County to secure the 
payment of such unpaid amounts when finally determined by County. During the term of 
the County Option, Lessee shall cause to be available to County all books and records 
reasonably necessary in order to determine the amount of such unpaid Annual Minimum 
Rent, Percentage Rent, and other amounts payable under the Lease. In the event that 
County or its assignee exercises the County Option, but the transaction fails to close due 
to a failure of the parties to agree upon an appropriate allowance for such unpaid Annual 
Minimum Rent, Percentage Rent, and other amounts or appropriate security for the 
payment thereof, then County shall have no obligation to pay or credit to Lessee the 
County Option Price. 
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1 1.3 Terms Binding Upon Successors, Assigns and Sublessees. Except as otherwise 
specifically provided for herein, each and all of the provisions, agreements, terms, covenants, 
and conditions herein contained to be performed, fulfilled, observed, and kept by Lessee 
hereunder shall be binding upon the heirs, executors, administrators, successors, and assigns of 
Lessee, and all rights, privileges and benefits arising under this Lease in favor of Lessee shall be 
available in favor of its heirs, executors, administrators, successors, and assigns. 
Notwithstanding the foregoing, no assignment or subletting by or through Lessee in violation of 
the provisions of this Lease shall vest any rights in any such assignee or Sublessee. Any 
approved assignment of this Lease shall release the assignor of all liability arising due to actions 
or omissions on or after the effective date of such assignment, provided the assignee assumes all 
of such liability, including without limitation the obligation of assignee to cure any defaults and 
delinquencies under this Lease and to pay County Percentage Rent and any other amounts 
attributable to the period prior to the assignment, but not discovered by County or the assignee 
until after the assignment; provided, further, the assignor shall not be relieved of any liability for 
the payment of the Administrative Charge or the required portion of any Net Proceeds Share or 
Net Refinancing Proceeds which arise upon such assignment as provided herein. 

il.4 Family Transfers. Notwithstanding any contrary provision of this Article I 1, the 
County’s approval shall not be required, nor shall the County’s rights of recapture under 
subsection 11.2.4 be applicable, with respect to any transfer of ownership interests in Lessee or 
in constituent entities of Lessee, if such transfer is to a member of the immediate family of the 
transferor (or to a trust for the benefit of a member of the immediate family of the transferor) for 
estate planning purposes, whether such transfer is the result of gift, devise, intestate succession 
or operation of law. Specifically, but without limitation of the foregoing, the County’s approval 
shall not be required, nor shall the County’s rights of recapture under subsection 11.2.4 be 
applicable, with respect to transfers of general partnership or limited partnership interests in 
Marina Pacific Associates, a successor Lessee or any of their constituent entities, to or among the 
following (collectively, “Family Members”): The Ellis Ring Trust, the Frances Ring Trust, the 
Ellis and Francis Ring 1984 Family Trust, CMR, Inc. (as long as the majority of the stock in 
such corporation is directly or indirectly owned by one or more Family Members), the lineal 
descendants of Dr. Ellis and Frances Ring, Jerry B. Epstein, the Epstein Family Trust, the Pat 
and Jerry Epstein Foundation, David Levine and his wife and any of their lineal descendants, and 
any trust created for the benefit of any of the foregoing. 

12. ENCUMBRANCES. 

12.1~ Financing Events. 

12,J. ._! D~efinitions,...For.the purp_c!ses..~fthis_.l_e_ase,.incllldin~~wi~~~~~~ 
limitation the provisions of Sections 4.6 through 4.8 hereof: (i) a “Financing Event” 
shall mean any financing or refinancing consummated by Lessee or bv the holders of 
partnershin interests or other direct or indirect ownership interests in Lessee (collectively, 
“Ownership I_nterestS1),whetherwith private or inst-tut~~.~.~ir?vestors orlenders,.wbere 
such financing or refinancing is an Encumbrance (as defined below): foLpumoses of -- 
Section 12.1.2 below and Sections 4.6 through 4.8 above, a “Fhcing Event” shall also 
include all of the foregoim~actions involving the granting of a mortgage: deed of trust or -- _ ~~-~ 
other security interest in a.. Major SubJeas_e; and (ii) an..~Enc.~mbrancel’._sh.~!l mean. ar 
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directormrt:lrectr5Tant, pIedee> assignn~~ent, transfer, mortgage, hypothecation,grant of 
gggm.l,,+gm~~ ofsecurit~~n~~,_srothey__encumbrance?~frinall~oranv po@.cm of (& - 
Lessee’s interest-unde_r_ this Lease and-the estate.so~crea!ed @nc!udingwit.hout 1imiMo.n -3 -. .e. 
direct-2r indirect assi_gnment of Le_ssee’sright to receive r~~from.subten~~~oror@) .~~ --___.- ____----._ ___--- 
Owne&iT Interests if an absoMeassip;n_ment from the holder qfSuchO-vnersh& 
!nterests_to the holder of the Encumbrance wouJdMhave-requ&ed County’s consent under ~__ 
this Lease to a lender m.Cou@y apprgy.&ofthe .&cumbrance.and consu_mmatiqn L.-z-z~LL - J.Az--~; ;: -- ___-- __-. 
thereof. the “Encumbrance Holder”) as security for a loan. The term “Encumbrance -r- 
Holder” shall also be deemed to include any and all affiliates of such Encumbrance ____--.- ____-.-- -__ ___-- ___- __-____--- 
Holder which have succeeded by assi-;nrnent or otherwise to any. ~~hJQnttre$s or _ . =.mw-:- . 
liabilrties..of!he. Er?cumbrar_llce.Holderwi!h.re_sp_ect.ts &z Encum.brarlce or~w&ic&have -- ---_I---_--p__, 
been desigzlated by the Encun&rance Holder to exercise any_rkhts or remedies under the - . ._-.--..-r- 
Encumbrance or to take title to the leasehold estate under this Lease or to Owner&k -__ 
Interests,+d s~~~&affi!iates shall +oy-all ofthe-rig&s a>cJ protec$ons.given-tt 
Encumbrance Holders under this Lease. The term “ECW&J Encumbrance Holder” shall -____ -__ 
mean an Encumbrance Holder holdinun Encumbrance with respect to C&nersh_i_p 
Interests. 

12.1.2 X&&F&anG+&&&s~ntv Approval Requ&ed. Lessee may, with 
the prior written consent of Director, which shall not be unreasonably withheld, and 
subject to any specific conditions which may be reasonably imposed by Director, 
consummate one or more Financing Event(s)~e%ed&&+w). Lessee shall submit to 
Director a preliminary loan package and thereafter a complete set of all proposed 
transaction documents in connection with each proposed Financing Event. The 
preliminary loan package shall include the loan commitment and any other documents, 
materials or other information reasonably requested by Director. Lessee shall have the 
right, but not the obligation, to include draft loan documents in the preliminary loan 
package. Director shall have sixty (60) days (thirty (30) days for the initial construction 
loan for the Redevelopment Work) to grant or withhold approval of the preliminary loan 
package. Director shall have sixty (60) days (thirty (30) days for the initial construction 
loan for the Redevelopment Work) after receipt of substantially complete loan documents 
conforming to the approved preliminary loan package in which to grant or withhold final 
approval of the Financing Event; provided, however, that if the preliminary loan package 
included draft loan documents then the foregoing sixty (60) day period shall be reduced 
to thirty (30) days. If not approved by Director in writing within the foregoing periods, 
the proposed Financing Event shall be deemed disapproved by Director (and, if so 
requested in writing by Lessee), Director shall within thirty (30) days of such request 
deliver to Lessee a written description of DirectorL1.s objections to said proposed 
Financing Event). Lessee shall reimburse County for CountyLls Actual Cost incurred in 
connection with its review of the proposed Financing Event. ~~nell)....~.~py_.~f asy.and 
all security devices or instruments as finallv executed or recorded by the r>arties in 
connection with anv aDproved Encumbrance shall be filed with Director not later than 
seven 171 davs after the effective date thereof. The same rights and obligations set forth 
abovein this subsection 12. I 2 shall inure to ihe gesgsbenfjt of ~h&s&in&&@ -_.L_AA.Ll 
witho& hi-mitation--the--provisions on any holder of Se&ions-46 
tbrough~:8-hereo~-a-“Ownelship Interests with respsJo any upo&Financing 
Eventrr-slta~~~fina-n~n~t~~~~~~tlsumrn~~~~~~~vh~the~~~i~ 
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12.2 C.~~-~~~tR~~rements In The Event of a Foreclosure Transfer.--As-used-in 

12.2.2 Foreclosure Transfer,-The consent of County shall not be required 
YYlth.resgxfto any.T;o~eclosu_r_eTransfer. 

12 2.3 A- -KMZ&ASubsequent Transfer By Encumbrance Holder For each __L_-- 
Foreclosure Transfer in which the Foreclosure Transferee is an Encumbrance Holder, 
-with respect to a single subsequent transfer of the& Lease or ++Ma+SubLeasethe 
_Ownership lnterests~ (-as.. apphcableJ by ~an-Encumb -Ha+wb%~&awat 
such foreclosure sale or--Encumbrance ~Iolde_r_t~~~-~~~.~.~l~~~~‘s consens 
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sucktransfer-irr-Iieu-t~r~of;-pFov-idetCthe._sh_all be required but shall not be unreasonab& -----L .---‘--- --.--___ ---_=__ 
withheld or dela~~~h_e_~~-~~of.suchcons.ent.~~~~~~~~ndinc!an_vthin~ in this ___~~~- = _~ ~ _ ..~ ~~ 
&se to. the csntmy~~shall bgJimi>zgd~ to Cp_g$fs~ confin-n_ati,n~l~h~ch.must be 
reasonablelthat the Lesse~f~ll~~~~~~~~~~~~~~~~i~~~p~~!~~~ -__--- --___-I_ 
perform itssmainincr outions under this-Lease as they come due, alon?aany _~__ ___ -___-- 
obligation- of Lessee for whichthe Foreclosure Transferee from whom its receives such -7 
transfer is released under subs.ecjio~n 123 1 below and [ii) .such transferee (other than--a .-. -L---~x~-~~-~ 
transferee of Ownership Interests) shall expressly agreesms in writing to assume and to -_-____. ___ --- --- __~ 
perform all of the obligations under this Lease-an$Tifapplicabl~, other than Excluded 
Defaultsas defined below). - F’or~clarifjcation purposes, the right to a Major .~ ~~~--. ~.-~ -.~~ 
Subisi~n& transfer.under.this~~.s Section shall; apph to.~~.~h~I;srec!o.sure_Tr.ansfer. in __-~ --~-___. 
which the Foreclosurflransferee is an Encumbrance Holder, so that there rn%y be more ---- -_ -__. -- 
than one?mgle transfer” under this Section, 

12.3 -&2&3Effect of Foreclosure. In the event of a transferunde~section 
K&X&Foreclosure Transfer, the Encumbrance Holder shall forthwith give notice to County in ,. ~.~_ ~- ~. _=-~. .-_.. _____ 
writing of any-such transfer setting forth the name and address of the transfereeForeclosure ~____ 
Transferee and the effective date of such transfer, together with a copy of the document by which ~~ -~.- 
such transfer was made. 

J_?t3Lj. ?2.!.3.1 Any tm&%~~&erGheprovisionsof-subsection% .2.l 
(including-Encumbrance Holder) which is a commerciaI=bank, savings bank, savings and 
loan institution, insurance company, pension fund, investment bank, opportunity fund, 
mortgage conduit, real estate investment trust~mmercial finance lender or other similar -. _~. ~. 
financial institution which ordinarily engages in the business of making, holdinrr 
servicing commercial real estate loans-se~ured--b-y-c~llatteFa~-simflarts-the-Pr~mises,-o~an, - - 
including an2 affiliate thereof (‘-‘EYInstitutional Lender+Lshall-be-, upon becoming 
a Foreclosure Transferee (other than an Eauitv Foreclosure Transferee), become liable-to 
merform thethe~fQl1 obligations-of&Lessee-uricleE under this Lease_l_o!her.than --.~-.~. 
Excluded Defaults as defined below) accruing during its period of ownership of the 
leasehold-until-a. Unon a subsequent transfer of the leasehold in accordance with -__ 
subsection 12.2.3 above, such Institutional Lender shall be automaticallv released of the 
anr.further_llabi!~t_y.~~~~-r~s~~c~-t~-~~~~ LeaseW&& 
~ran~~~-~u~~s~lke~~~~--su~kka~~feests--thee~se~~~~~h~~;eas~ntCs~ 
Ro~~tW~~~a~~ym~n~~~~h~r~~is~pr~v~d~d, other than for (i) rent 
payments, vrovertv tax _pay_ments. reserve account vavments and other monetary .-.- ~~_..._._ _ ..--s~--- _. ..~. _._..~~.~ -.-.-. ~~~~ ..- -- .-....... 
&k&cm unher.s~e~i.f!c~t~~Pf~h~ -hag that accrue so!elfiduti_ng.such ~~JW%BX 
sures-a~pre--existing-Even~-ofDgfau.l~whi~-h-ma~b~--sure8b~~h~ea~~ent-of-mon~~ 
an~~~et-h~r-pr~~x-isti~gen~~fD~ul~r~ase~blysus~ptibl,l-eofbeing-eUFedS-and 
TifirllHnCT 
tmnsf&eelnstitutional. .Lender’s period of ownership of the leasehold, and (ii). Lessee’s ---- 
indemnification obligations under this subse~tion-~2~-~~-~shal~bg-liabls-f~~~ny-~f 
L-esse~‘~ob~gati~,nd~~~hisZease--u~iiLease with respect to matters pertaining to or 
arising during such tmnsfere~quiredLesse&in~nthisL~e~tutj 
Lend.er’s pe-jod. of ownership ofleas.ehold.ti_tle. 
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~12;I-,~2--~~--~~-t~transfere~unde~stlbse~tiQ,rr ~2;~~-2&whiclris not-an 
~nstjt,,~,,,al~Lende~~an~~~q~~~~ns~~~u~~~-proui-sKtffs-d’ 
subse~t-ion-~1:~skaKbe~~e~kt p~fo~ft~he-ft-tl~bli~~of~-esse~ 

EJ.2 _Any_~otherFoy~c~~Su~. e.) other thmanhs~&i~~.& 
Lender as~~~id~~din S&on U~,Labove)shall, upon becoming a Foreclosure __~-.-. ~~- -_____ 
Trar~~~~~~~~Lo_tf!erthan~an=~~~~~~reclosureTransferee),_b_ecome liable JO JZX&E .!h_e 

-. .__ 

fully pblioations of Lessee under this Lease C~~her~thanEx_c!urfed Defaults] subject-~.!s ~-~~I_.~;,,_:_.,..=__ --.--- .- I---- 
p_Qsdd erejel~~=~~~~~~iab!_~.~.subsesuent,~~~~~~~! ~~3.i&b.ox~.~ __- 

12.3.3 FollowiKany Foreclosure Transfer which is a transfer of the - ____- __--- 
leasehnld_interest under the Lease? County_shall._r_ecognize the Forec!osurc-I’ransferee as .~ -- .~~ I~~~---._ 
t-he Lessceunder the-~L.ca~se and Shal!~not.clisturt? its_u_se an4 enjoyment_sS the .PremjseS, 
and asa condition-to the completion-of-susktransfe~must~~eiremed~-or-~urres~any 
E~en&$XMaul-t eK-lsti~~~be-tim~fForeclosure Transferee shall succeed to all r-i@& __....____~ 
of Lessee under this Lease as a direct lease between Countv and sucl! ForecJosure __~ .._.~.~ 
Tra&er-c~e, providcd.jhat- the~‘orecJosure Transfer.ee_cures.any preYexisting Eve@of 
Default other than~~~such_~~~nt of Default that G) is an incurable non- 

- ~~. 
____~ ._.._ ~~ ._ ~~~~-.- 
rnonetarr4l_default,~~isanon-~~~-~~t that c_an onb be cured by a prior lessee, --___ ~___ -__ 
Liji)isanon_monetarvtiefrlultthatis__not_reason~~~~~~~~~~~~~~~~~~ 
transferee or {iv) re_llates_t_o_aI_ly.obl~ion of aprisr~?essee.to p.ay.any_Net~Prpceed_s .Sh_are LA__ ,?L-~ -~-.. -~-. -.e._ 
(c.oHegleygJy, “Excluded Defanlts”)y and thereafter performs the full obli@ions of 
Lessee under this Lease. Pursuant to Section 12.Ubelow, followingam Foreclosure ___... ____-- 
Transfer which- is ” transfer s~ngthewa#k&&ax+~~ ’ =-b&&ate 
~~r;~t~tka~h~~~~~~~~u~~h~~r~ I+ablgLsusGepWof 
being-cured-as provide&here&- Dwnershi~lnterests, the foreqoin_g_ri_ghts under this 
Section 12.3.3 shall also inure to the benefit of the Lessee. _____ -__ __-. __-__ 

12.3.4 ?YcJcEncumbrance Holder shallbecome liable for any of Lessee’s 
obligations under this. Lease unless-and.until such Encu_mbrance Holder hecqmes a 
Foreclosure Transferee wifhct to Lessee’s leasehold interesLmd:y the Lease. 

.__-. .-- 
~- __-- __- 

12 3.5 ~~~,3-Ne-itheFNN_o_.Foreclosure Transfer. and no single subsequent -- -__ --__ 
transfer bv an Encumbrance Holder followinn a Foreclosure Transfer pursuant to 
&secti.on !.2.2_.3, shall. trigger_(i) any.ob!ig&u to-pay an Administrative Charge nor 
any Net Proceeds Share-shall-bepa-y~ble-in--respg~~-, (ii) anv accelerativnof the Extension 
&or d7.ar-ge~agairts~-a~y~oun~--blgany other financial obligation of Lessee under 
tMwW&this Lease. [iii) any recapture right on the bene%r>art of &he 
.County,. or_O-any.Lmninal!.o~~ w?a- thislease.~-A_ny_Fore_~:l.~~ure~~~~,..and 
any single subsequent transfer by a-n-Encumbrance Holder irr~onne~iorrwit~-atransf~~ 
pursuanktto subsectiurr~~~-~followinR a Foreclosure Transfer pursuant to subsecti 
12.2.3, shall be deemed- to be exc!uded from the definitions of “Change pf Ownershi@! 
and “Trigger Date” for all purposes of this .L.ease._ E4r.cla~~.~.~ati.~~.purpps.e.~, the_‘.‘singl:le AL --~ --- .~ ~.: _--. __- -. 
subsequent transfer” referred to above apulies to each Foreclosure Transfer in lvhich the --A . ----- 
Foreclosure Transferee is an Encumbrance Holder (as more fuJ~explalin&~&~ -____--____- --__ 
I2.2.3), so that the?? rnay.bF.more than one “single~subs~qu+ transfer” benefited by J& 
Section, 
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12.3.6 In the event that an Instittutional Lender becomes a Foreclosure p.--.-.---- ___-______-..---~-_ 
&!n.sferee, a_!J&!igations. %th_r_esp_~Jo. the~constructlonand.r~workdescribed .7- 
In..Secfions_S. 1. sr..5.2 above.lother!!lan~~-ob!igationst_sI17ake_d_ep~si?.s into the -ML-. -.- ~ ~~ ______--- -. 
Renovation Fund and topay Imputed Rent) shall be tolled for a period of time. no_tb 
exceed twelve months, until such Institutional Lender completes a subsequunt transfer of pi.. --- ----. --~--__ __ -- __- 
its foreclosed interest in this. - . u-e ChUdLF@H-e+llt-~S& 

~Ri~t-~di~-a~~~~~b~~~~~~~~ 
Su-blssseesshal~havgrheright~a~-~~ timsdunng~hg-terntofits-E~umbr,?nc~or-~4-a~~r 
Suble~~sappl~ble,-bu~ppfi~r-t~tlt~t~~inatierrefthisI;~~~affftFtherthe Lease or -__ __- 
Ownership Interests, provided-inSecnon ! 2 /1 t Pr-~ ++dt+%lp3Ek3&~~Ui&~b&~& 
t~~~irt,o~~~s~~~~n~~~~Orth~~~~~~ 
shall- be-treated-by ~oue~y-ths-same~s-ifperfo~~~by-~esse~.that such Institutional Lender is 
makinp commercially reasonable and diligent efforts to market and sell its foreclosed interest. __- - 
Nothing in this Section 12.3.6 shall be construed as a limit or outside date on& cure periods 
pro.vj.ded..to Encumbr.ance Holders under this Lease _. ..-... _._~__.. .- - .~. -.-..-.A 

1237 - Following a Foreclosure Transfer with respect to all of the Ownership 
Interests in-Lessee. (i) any and all right&privileges and/or liability limitations afforded to 
Foreclosure Transferees in this Article 12 or an-rther provision of this Lease shall also 
be. a_fforded..t_~__L.~ssee from and .aftersuchFr_eclosu.r~Tra_n_sfer,to.the same..extentas.if 
the Foreclosure Transferee had acquired the leasehold interest of Lessee directly and ..___- ~-.____- 
became the Lessee under this Lease, and (ii) if the Foreclosure Transferee was also an 
Equity-Encumbrance Holder. then any and all rights: privileges and/or Liability limitations 
afford.ed.to Foreclosure Transferees who-are. Encumbrance Holders !n this Artt.cL.e. 12 or 
any other provision of this Lease shall also be afforded to Lessee from and after such 
Foreclosure Transfer, to the sameextent as if the Foreclosure Transferee had acquired the 
leasehold interest of Lessee directly and became the Lessee under this Lease. 

!2.p 4%3-No Subordination. County+ rights in the Premises and this Lease, including 
without limitation County-‘-Is right to receive Annual Minimum Rent and Percentage Rent, shall 
not be subordinated to the rights of any Encumbrance Holder. Notwithstanding the foregoing, an 
Encumbrance Holder shall have all of the rights set forth in the security instrument creating the 
Encumbrance, as approved by County in accordance with Set-r- * 1 subsection ,----.-.---.- 12 1 2, to the -...% _ -_ 
extent that such rights are not inconsistent with the terms of this Lease, including the right to 
commence an action against Lessee for the appointment of a receiver and to obtain possession of 
the Premises under and in accordance with the terms of said Encumbrance, provided that all 
obligations of Lessee hereunder shall be kept current, including but not limited to the payment of 
rent and curing of all defaults or Events of Default hereunder which ark-r~asonabl~suseeptiblsof 
bsingcured[other than Excluded Defaults or as otherwise provided hereinl. ..___ ____.~ -______ 
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12.2 Modification or Termination of Lease. This Lease shall not be modified or __-.-- ---.__-- 
amended without the prior written consent in its sole discretion of each then existins --pp 
Encurnbrance~HoI.~eI-~w~~krespecf to Lessee’s -entire- leas&kJd intte$J in- thi.s &se or-311 of the 
Ownershii~terests in Lessee. Further, this Lease maynot be surrendered or terminated (other L ..-- ___-. __- 
than in accordance with theprovisions of this Artic!eawithout thaior written consent of -. ~__ --.-.. ___- ~-___~ 
each such Encumbrance Holder in its sole discretion. No such modification, amendment, ~__~_ -.--- ~-.--- 
su~~-&er qr termination- wi?bout. theprior.\yrittcn -consent. ~feach such thei existing -- -- T-L---._=__- 
Encumbrance Holder shall be bindins?- any such Encumbrance Holder orany other person who - __-~. ..-- ~~~~~~~- --___ 
acquires title to its foreclosed interest pursuant to a Foreclosure Transfer. 

& .&JJtice and Cure.Rinhts of Encumbrance Holders and Major Sublessees. -y--. 

1 ?,4 .-I. Rjg,ht_ts.Cure,-Each Encumbrance Holder and Major_SuJ-&ssee shall -____ L--.----LA 
have the&at any$tie dunirr the term of its Encumbrance or Major Sublease, as ____-- 4 -.___ __- 
?pfiicable, and-in accordance with~the provisions of this Article 12, to do anv act or-th& ~-____~ ___. 
required of Lessee in order to prevent terminatioq o-f Les~see’s rights hereunder, and all ~- ~. 
su~~~acts.oythi~~~.s~~d-o~e~l,erelmder.shall~ be treatedbycountythe same..as if”fom.e.d -.___. 
byLessee, 

12.6.2 I-~-~~~~~-x~r~~isin~~~~~~~t~~~R~rn~~~~-Notice of Default. 
County shall not exercise any remedy available to it upon the occurrence of an Event of 
Default (other than exercising.Co_u_ny’s s_e!&h.e!p remedies pursuant to Section 13.5&r 
imposing the daily payment set forth in Section 5.2.4.4 in the case of emergency .- - I 
situations). and no such exercise shall be effective, unless it first shall have given written 
notice of such default to each and every &en existingMajor Sublessee and Encumbrance 
I-I o 1 d er,~~~~v~n~~~~u~on~~~~~~~~~~t~~ 
pursuant to the-terms-of this-Lease and-the-Enc-umbrance Holder and/or Majer-Sublessee 
have which ha_ notified Director in writing of its interest in the Premises or this Lease 
and the addresses to which such notice should be delivered. Such notice shall be sent 
simultaneously with the notice or notices to Lessee. An Encumbrance Holder or Major 
Sublessee shall have the right and the power to cure the Event of Default specified in 
such notice in the manner prescribed belowherein. If such Event or Events of Default are 
so cured, this Lease shall remain in full force and effect. Notwithstanding any contrary 
provisipnhereqf,t_~~~~s cure rights setf&-tb-in.tbis S_ec!ion 12.6 s.haJJ_not_.delay er 
toll the County’s right to impose the daily payment for Lessee breaches set forthk 
Section 5.2.4.4. .~ 

12.63 &&G-Manner of Curing Default. Events of Default may be cured by 
an Encumbrance Holder or Major Sublessee in the following manner: 

@ @+If th E e vent of Default is in the payment of rental, taxes, insurance 
premiums, utility charges or any other sum of money, an Encumbrance Holder or the 
Major Sublessee may pay the same, together with any Late Fee or interest payable 
thereon, to County or other payee within thirty five (35) days after n+aiGng~t~ receipt of 
the aforesaid notice of default~tu-the- Encumbrance--Holder or the--h4ajojor- Sublesses. If, 
after such payment to County, Lessee pays the same or any part thereof to County, 
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County shall refund said payment (or portion thereof) to such Encumbrance Holder or 
Major Sublessee. 

i!?J &A&If the Event of Default cannot be cured by the payment of money, but 
is otherwise curable, the default may be cured by an Encumbrance Holder or Major 
Sublessee as follows: 

Lu @+If%The Encumbrance Holder or Major 
Sublessee ~res+emed~~e&may cure the default within th&ysix& 
(3060) days after the end of Lessee’ls cure period as provided in Section 13.1 
hereof:&, if the default involves health, safety o_r_sanitation issues. County may 
kL-y---... .~ _ ~~~ ~.. ..- written notice reduce such sixt Y..LL 60 day period to thirty (20) days, such 60 or ..- . ~. .-.~~-~~. _ ~_. .._..._ __ 
3O_&y p-od,..as~app!lc.e~. being.-refeed to-bahas..the .“hi&dc.ul-e periiodl’), 
provided, however, if ticming of such default reasonably requires activity over 
a longer period of time, the initial cure period shall be extended for such -___ 
additional time asmay be reasonably necessary to cure such def&lt+naw 
ifAvithi~hi&fi~&~&, S&SP Io.ng.as.the Encumbrance Holder or 
Major Sublessee commences=gLure within @e initial cure period and thereafter 
continues to use due dibgence to perform whatever acts may be required to cure 
the particular default+&& the event Lessee commences to cure the default 
within Lessee+ applicable cure period and thereafter fails or ceases to pursue the 
cure with due diligence, the Encumbrance Holderrls and Major Sublessee’ls thir+y 
(-30ftlayinitial cure period shall commence upon the later of the end of LesseeL’s 
cure period or the date upon which County notifies the Encumbrance Holder 
and/or Major Sublessee that Lessee has failed or ceased to cure the default with 
due diligence. 

0 @)-With respect to an Encumbrance Holder, 
but not a Major Sublessee, if before the expiration of saiU+&t~~~yt~e jnitial 
cu_re period, said Encumbrance Holder notifies County of its intent to commence 
foreclosure of its interest, and within sixty (60) days after the mailing of said 
notice, said Encumbrance Holder (i) actually commences foreclosure proceedings 
and prosecutes the same thereafter with due diligence, vt 
initial cure period shall be extended by the time necessary to complete such 
foreclosure proceedings, or (ii) if said Encumbrance Holder is prevented from 
commencing or continuing foreclosure proceedings by any bankruDtcy stav. or 
any order, judgment or decree of any court or regulatory body of competent ’ 
jurisdiction, and said Encumbrance Holder diligently seeks release from or 
reversal of such stay, order, judgment or decree, sai&thiti~f-3Q)-&ytt initial cure 
period shall be extended by the time necessary to obtain such release or reversal 
and thereafter to complete such foreclosure proceedings. Within thirty 4%~ 
(3530) days after s&~~+&~~~s~ 
thereat-(-whether-~ or-not-suchpurshasera Foreclosure Transfer is comtAeted,the 
Encumbrance-MddgF)j--said~pur~h.aserrForeclosure Transferee shall,a;fS-;t-condition 
(if such default has not been cured) commence to &ke@&r+++f&&~&~ 
cure, remedy or correct the default+ -men% and thereafter diligently pursue 
with due diligence,- the performance- of the-thing or-acts-required to-be-done 
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tosuch cure; correctand ren~e-c~gr~sai~~d~f~u~t until completed in the same manner __~ 
asp~~~~~ded_insubs~~tion (-a) above. The Encumbrance Holder shall have the 
right to terminate its foreclosure proceeding, and the extension of any relevant 
cure period shall lapse, in the event of a cure by Lessee. 

12.7 New Lease. _.--. ..-~~--. 

12.7,1 (c+ObLigation to. Enter Into NewLease_. In the event that this Lease is 
terminated by County atreasons.of banl<ruptcy, assignment for- the benefit~of creditors - --~ ~.--___1 
insolvencyr any time-byreasonsj.slar nroceedings, operation of a-dekrultor-Event 
oflaw, an.-Excluded Default b~I,esse~~rhi~-ks~l~-BeiR~urable-byorother eventb~ond 
the reasonable ability of arr Encumbrance Holder, to cure or by-a surrender+ane&ation 
c~j~tisrrb~~s.seeren!edy, or if ~~e~~l~~er~e-~Leas_e otherwise 
termin~ted~this-l;easepttrsuan~ to-I?ppli~able--laws,thenT atmninates for any rea.sm 
County shallsp-on-the written request of any Encumbrance Holder: with respect to ..__~ 
Lessee’s e~ti~n;~~un~qL~~entire. leaseho!~~~tate~under this Lease or all of the 
~Qwnership Interests- in Less~e(accordmg to the priotity_described .below if-there. are ~____. 
mnle Encumblanc_e~~~d-~~~)~ enter into a new lease (wlhich shall be effective as of the -~--..- 
da& of termination of this Leaselwith_the Encumbrance Holder or an affiliate thereof for 
the then remaining Term of this Lease on the same terms and conditions as shall then be 
contained in this Lease, provided that @Encumbrance Holder shakures a_ll. then 
existing monetaa defaults under this Lease asasondit-ionand a+grres to such-new ___. -_ -~----------) 
leasecommence a cure ofall .---___ - then existin non-monetary Events of Default which-may 
kaaL~~8w4fidt~an~~e~~~~~~~~t~ within & 
(60) days after the ne.wleas_e is entered- into, and-thereaee_rdi!igently pursues such period 
oft-ime-as reasonably-srtnsidered-hi Direc-tortocure until completion. In no event, -.___ 
however, shall the Encumbrance Holder be apprepFiat~~~~rrth~~atureofthe-~de~u?~~ ----.~ 
ot~~e~sfBb;?u~~~~~~~a~~~e~~~~~~~b~~u-~~~ibl~~~~ 
~gret”ide~~bliga~~dtq.cure any. FxcLudedDefa~uJth. ____ -.-_-___.. County shall notify..the 
most&nior Encumbrance Holder? of a termination described inthis Sec.-n 12.7 within .--___ 
&irty (30) days after the occurrence of such termination, which notice shall state (i) that -___ ___~__ ---~--- 
the Lease has terminated in accordance with Section 12.7 of this Lease. and (ii) that such --.~ ~~ 
Encu-~~rance..~.o~de has si.xty. (6C))_days. fo!l.o-?ling.rec_~gt_of_suck not&e-wi thirrwhichto 
exercise its right to a new lease under this Section 12.7. or else it will lose such right. An -_---P-- - 
Encumbrance Holder’s election shall be made by giving County written notice of such 
election within tenm (G%O) days after ~evenkg&mg%se-to~ Encumbrance 
Holder%e%gn, has-received the above-described written-notice. from the Coun& ~~.~ .~ 
Within a reasonable period after request thereforetherefor, County shall execute and 
return to theEncumbrance Holder any and all documents reasonably necessary to secure 
or evidence fheEncumbrance HolderLls interest in the new lease or the Premises. From 
and after the effective date of the new lease, &Encumbrance Holder (or its affiliate) 
~~-~n--u~oc6asioItassigrror--shall have the same rigale transfer its-interestto 
any pe~sorroF--entitqLw-ithou~-~bt~inng County% orDire-to~~~nsen~thereto,-and 
ZJhSWbfa~~F-(0F&~fik*k~~l por+reheved&~r=th*ha~ty 
ttft$~~~~~~r-th~ngau-l~~~ntintg-ak~~h~~~~~ra~~~~~-~ 
assignee or-transferee-shall expressly assume-all-of-the Lesse&-‘s obligations- thereundeq 
providedthat+Eneumbrance Holderthat areprcmided in subsection 12.2 3 above- and shall _/-.- 
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remain-liable to-cure the defa~~ltswhi~hexiste~softhe-dats--ofth~te~ination-ofthe 
priorlease+he-cure ~r~agre~~e~~t~u~~~~~~~~ ndftiontothegrantenjoy all 
of the n~u-l~~o!hel:rights.~nd protec?ions.that are.provkkdts a Fo_rec!osu.~e~Transferee ____ 
m-this Article 12. Any other subsequent transfer or assignment of such newlease shall 
be subject to all of the requirements of Article 11 of this Lease. If there are multiple 
Encumbrance Holders, this right shall inure to the most junior Encumbrance Holder in 
order of priority; provided, however, if such junior Encumbrance Holder shall accept the 
new lease, the priority of each of the more senior Encumbrance Holders shall be restored 
in accordance with all terms and conditions of such Encumbrances(s). If a junior 
Encumbrance Holder does not elect to accept the new lease within tenthirty (1030) days 
of receipt of notice from County, the right to enter into a new lease shall be provided to 
the next most seniorjunior Encumbrance Holder, under the terms and conditions 
described herein, until an Encumbrance Holder either elects to accept a new lease, or no 
Encumbrance Holder so elects. 

1_?.7,2 b-i?ri~~i_t~&Yew Lease . . . . T!~ne~~kase..m& ~.rsuarlt_tpt2lli_s~Sectlon .-- ._____ 
J 2.7 shall be prior to any mortgage or other lien, charge or encumbrance on County’s-& 
interest in the Premises, and any future fee rn-gagee or other future holder of anv_iLn __~. 
on the fee interest in the Premises is-hereby -given notice of the provisions hereof. 

122 Hldmg of Funds.. AnrEncunlhr_ance_HeIder_ pith-tespecct.to. Lesseekenti.~ _----..-= 
leasehold interest in this Lease or all of the Ownership Interests in Lessee that is an Institutioti .___ 
Lender shall have the right to hold and control the disbursement of(i) any insurance or .___ 
condemnation proceeds to which Lessee is entitled under this Lease and that are required-by the 
terms o-f-this- Lease to-be applied-torestsration...~f the.i.~prov.~lnents_on the Prem.iises- (prov&d 
that such funds shall be used for such restoration in accordance with the requirements of th_e ~.___ 
Lease). and (ii) any funds required to be held in the Renovation Fund (provided that such funds ___- 
shall be used for the munoses required by this Lease). If more than one-such Encumbrance . _~ _._. -. -~- -7 .~ ~._.._ _~ -... ~.~~ .-.. ..-. ..- -. - --. 
FloLd~er_ d.esi_resto. exe&e. the-foregoing right,the.most senkr.ncumbrance Holder&al! have 
priority in the exercise of such right. - .- 

12.9 Particination in Certain Proceedings and Decisions. Any Encumbrance Holder 
shall have the right to intervene and become a party in any arbitration, litigation, condemnation 
or-other ~~~ceeding_af~~~tingthisLease. kss.&sjgh~to rll?ak_e_ny..~lectinord.e~sionunder 
this Lease with respect to any condemnation settlement. insurance settlement or restoration of the 
Premises followinn a casualtv or condemnation shall be subject to the prior written approval of 
each then existing Encumbrance Holder. 

1.2. IQ Fee_ Ms2rltgages_a~~E.~-~umbran_ces, Any-rn.Q.~gage,deed. o.f..tru&or_.other smI&I 
encumbrance granted bv Countv unon its fee iaterest in the Premises shall be subiect and 
subordinate to all of the provisions of this Lease and to all Encumbrances. Counts shall require 
each such fee encumbrance holder to confirm the same in wr-itinrz~naJ&pp~d 
by-each EncurllbranceHQ].der.Qr its title insurer)_ as a corllditl.~n.to.~anti.~g &.I& encumbran~ce- __-.. 
although the foregoing subordination shall be automatic and-self-executing-&ether or noti 
written confirmation is obtained_ -__ 
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!2_,!. 1. NQ Merger. Without the writtenconsent of each Encumbrance Holder, the 
!easehq!d interest createdby this Lease shal! ngJ.me_r~g withthe_f~~~~~ln,?llr..~~y p@io-q 
of the Premises,nstwithstanding that the-fee and leasehold interests are held at any time by the 
same p_e_r_s_on.or entity. 

J2.Q Rights of Encumbrance Holders With ReTect to Reversion,. As used in this 
Section 12.12. the “Reversion” refers to the autornu!ic-anlendment of this Lease_ described in 
Section 5.. 1 whereby thg_tnl_ns._and condiji_ons.Qfjhis Lease are auton?atica!!y~ame_nded~and re_vert 
back to the term&rovisionsof_theExisting Lesas_e_,..and g IIRevey_s~.o~..Cor?_dition” refau 
anFf the conditionsunder which the Reversion will occur,_namely,(i) the failure of Lessee to 
Substgntial-ly Commence.Constru_ct_ion.of !& Redevelopment Work- on 9~ before the Required 
Const-pction Commencement Date, ~0~ (ii) the.fa!luye_ of Lessge 1~ substantially. cemplete th.c 
Redevelqpmnt Work _qn_or beforeth_e_Requ_l_ed Construction Completion -Date (as such dates 
rnny be extended pursuant to Sections 5.6 or 52. Notwithstanding-thing in Secti.on 5.1 or 
any other prGvign of thisLease to the contrary,- so long asp ~IJ Encu-gbapce Holder exists with _ 
&pe.ct &Lgss.ee’s entire_leasebold..intereStill Ibis Lease 0~. all ofthe..~wn_ershiy_~rest_s i-n 
Lessee, the Reversion shall not occur unless and untiJ$‘&theChuat.mgiyen written notice of 
the occurrence of the Reversion Condition to each such Encumbrance-Holder in accordance with 
subsection 12.6.2 (which notice shall describe the Reversion CondjJjonJbat has-occurred, snd 
shall include the following statement in all capital and bold letters: “YOUR FAILURE TO 
COMMENCE A CURE OF THE DEFAULT DESCRIBE IN THIS NOTICE WITHIN 60 
DAYS OF YOUR RECEIPT OF THIS NOTICE, AND TO THEREAFTER PURSUE 
SUCH CURE TO COMPLETION IN ACCORDANCE WITH THE PROVISIONS OF 
SUBSECTION 12.6.3(b) OF THE LEASE APPLICABLE TO NONMONETARY 
DEFAULTS. WILL RESULT IN AN AUTOMATIC AMENDMENT AND REVERSION 
OF THE TERMS OF THE LEASE BACK TO THE TERMS OF A PRIOR LEASE, AS 
WRE PARTICULARLY DESCRIBED IN SECTION 5.1 OF THE LEASE”), and (ii) no 
such Ecumbrancg H-pl.&- cprnmgngs a cure ofthedefault withi-rll 60 days of its - receipt of such _~ .~. 
notice and thereafter pursues such cure to completion in accordance with the provisions.Ff 
subsection 12.6.3(b) of the LeawpDlicable to nonmonetary defaults Further, in theevent that a ---- 
Reversion occurs, such Rev&on shaJ!-be s$iect-to?he ‘[Few lease” p~~jsi~~> ?fSectjon 122 
o_f-the_lgase (and insuch.e_ven_t.the-~everslonshall_b_deemeda_.l’t~~i_nati~o_nl’_ofthis~lease ______-___ 
solelv for pun>oses of Section 12.7 and the “new lease” to be entered inmursuant to Section 
12.7 shall mean a new lease on the same terms as this Lease, not the Existing Lease). 

12.13 Acceleration of Extension Fee. So lonpas @I no Event of Default exists base&o? 
n_onpaymenf ofan individual.Exte.~sipn Pa_yment- (even if any.o&er_Eyent of Default exists-&at !s .- 
not based on nonnavment of an individual Extension pavment). or (ii) if an Event of Default 
exists based on nonpayment of an individual Extension Payment. an Encumbrance Holder, __-___- 
Foreclosure Transferee or the single subsequent transferee of a Foreclosure Transferee pursuant 
to subsectio-n !2.2,3 cures such-event of Default. by paying to CounjQ a!1 past-due individual 
Extension Payments tqgether with any default interest and/or Late Fees that may be owing _______- 
thereon: then County shall not declare the-entire remaining unDaid Extggion Fee immedia&& 
due-and payable>-or? if County has DreyiousJy- declared the- entire remaigjng unpasxtension 
Fee im~mediatelydue and playable, County shall rescind such acceleration and permit. the 
reinstatement of the oripinal_payment terms of the Extension Few annual Extension 
Payments). Additional&a transfer of the leasehold estate to a Foreclosure Transfergee, or to the 
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single subsequent transfereepf a Foreclosure Transferee pursuant to subsection 12.2.3. shall not -.--.__ 
constitute a “Triggering Event” and shahnntcau-se an acceleration~o_fthe Extension Fee. 

1.2,1_4 . ..Suppl.em.ental A.greement With Initial Encumbrance MoId.ers... County, Lessee, 
and the initial Encumbranc.eJolders of this Lease l&l,~(iJ)JaSalIe Bank NationalAssociation. 3 -.___- 
Trustee for Asset Securitization Corporation Commercial Mortgage Pass-Through Ce$ificates, --___ 
Series 1997-D4, as successor t&Nomura Asset Capital Corporation (holder of an Encumbrance --. .--=7-P 
w~~.c.~encum.~_els_~LesS_ee’s !_e.~~eho_ld-interests_u_nd_erthis~Lea_se)_and. (ii).-Genera!. ElectricCapital 
Corporation (holder of an Encumbrance which encumbers all of the Ownership Interests in 
Lessee)I, have entered into a Ground Lessor’s Consent and Agreement of substantiaI&ven date _-- -..--. ___- ~-___ 
with this Lease which will be recorded in the Official Records of Los Angeles County, 
ccmtairllng.(mong&cr !hlngs) p~rovis:l~ns._that alter and~~suppl.ernent.ce.rtain prwkions..of this 
Article 12 and other provisions of the Lease (the “Ground Lessor’s Consent and Ag-eement”). 
For so long as such initial Encumbrances are outstandmgwthis 
provisions of this Lease, to the extent applicable) shall be subject to the provisions of the Ground .~. z- 
jx~~tsr~s- C.onsg$ ~reerlrl_e_n_t,_a_nd theprovisionsof the Ground Lessor’s~Cpnsent and ~~__ 
Agreement shall govern in the event o~any~-conjIicts with_!his_l_e~ 

13. DEFAULT. 

13.1 Events of Default. The following are deemed to be “Events of Default” 
hereunder: 

13.1.1 Monetary Defaults. The failure of Lessee to pay the rentals due, or 
make any other monetary payments required under this Lease (including, without 
limitation, Extension Payments, payment of the remaining unpaid Extension Fee on or 
before the Trigger Date, or deposits to the Renovation Fund), within #&ten (510) days 
after written notice that said payments are overdue. Lessee may cure such nonpayment 
by paying the amount overdue, with interest thereon and the applicable Late Fee, if any, 
within such I&em (S@) day period. 

13,_1,2 4KWMaintenance of Security Deposit. The failure of Lessee to 
maintain and/or replenish the Security Deposit required pursuant to Article 8 of this 
Lease if not cured within five (5) days after written notice of such failure. 

13.1.3 XW4Failure to Perform Other Obligations. The failure of Lessee to 
keep, perform, and observe any and all other promises, covenants, conditions and 
agreements set forth in this Lease, including without limitation the obligation to maintain 
adequate accounting and financial records, within thirty five (35) days after written notice 
of Lessee’s failure to perform from Director; provided, however, that where Lessee’s 
performance of such covenant, condition or agreement is not reasonably susceptible of 
completion within such thirty live (35) day period and Lessee has in good faith 
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commenced and is continuing to perform the acts necessary to perform such covenant, 
condition or agreement within such thirty five (35) day period, County will not exercise 
any remedy available to it hereunder for so long as Lessee uses reasonable due diligence 
in continuing to pursue to completion the performance such covenant, condition or 
agreement and so completes performance within a reasonable time. Notwithstanding =z=zZ=--E . . 
contrary provision of this Section 13,1.3, the proviso set forth in the immediately 
preceding se&nce-providing fPr.arlcxtcnsion.ofthe_curepEn.~~..bey~nd !hirQf~_(3.5.) 
daEshal1 not b_e applicable toAny failure of-Lessee to corn&-v wit&the Requ& 
Construction Commencement Date and/or the Required Construction Completion Date -- -.- 
set forth in Section 5.1 above @_s__such dates mayextended pursuant to SectiQns 5.6 or ~~~~ -w. T.--L- 
5.7, mcl.subjfqt t_s~$ect_ior_l_l_2112J 

13.1.4 KG5Nonuse of Premises. The abandonment, vacation, or 
discontinuance of use of the Premises, or any substantial portion thereof, for a period of 
thirty five (35) days after written-notice by Lessor, except when prevented by Force 
Majeure or when closed for renovations or repairs required or permitted to be made under 
this Lease. 

Any notice required to be given by County pursuant to subsections 13.1.1 through and iiicluding 
G&&41 3.1.3 shall be in addition to, and not in lieu of, any notice required under Section 1161 of ___- 
the California Code of Civil Procedure. 

13.2 Limitation on Events of Default. Lessee shall not be considered in default as to 
any provision of this Lease when such default is the result of or pursuant to, any process, order, 
or decree of any court or regulatory body of competent jurisdiction, or any other circumstances 
which are physically impossible to cure provided Lessee uses due diligence in pursuing whatever 
is required to obtain release from or reversal of such process, order, or decree or is attempting to 
remedy such other circumstances preventing its performance. 

13.3 Remedies. Upon the occurrence of an Event of Default, and subject to the rights 
of any Encumbrance Holder or Major Sublessee to cure such Event of Default as provided in 
Section 12.4 hereof, County shall have, in addition to any other remedies in law or equity, the 
following remedies which are cumulative: 

13.3.1 Terminate Lease. County may terminate this Lease by giving Lessee 
written notice of termination. On the giving of the notice, all Lessee’s rights in the 
Premises and in all Improvements shall terminate. Promptly after notice of termination, 
Lessee shall surrender and vacate the Premises and all Improvements in broom-clean 
condition, and County may re-enter and take possession of the Premises and all 
remaining Improvements and, except as otherwise specifically provided in this Lease, 
eject all parties in possession or eject some and not others, or eject none. Termination 
under this subsection shall not relieve Lessee from the payment of any sum then due to 
County or from any claim for damages against Lessee as set forth in subsection 13.4.3, or 
from Lessee’s obligation to remove Improvements at County’s election in accordance 
with Article 2. County agrees to use reasonable efforts to mitigate damages, and shall 
pennit such access to the Premises as is reasonably necessary to permit Lessee to comply 
with its removal obligations. 
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13.3.2 Keep Lease in Effect. Without terminating this Lease, so long as 
County does not deprive Lessee of legal possession of the Premises and allows Lessee to 
assign or sublet subject only to County’s rights set forth herein, County may continue this 
Lease in effect and bring suit from time to time for rent and other sums due, and for 
Lessee’s breach of other covenants and agreements herein. No act by or on behalf of 
County under this provision shall constitute a termination of this Lease unless County 
gives Lessee written notice of termination. It is the intention of the parties to incorporate 
the provisions of California Civil Code Section 195 1.4 by means of this provision. 

13.3.3 Termination Following Continuance. Even though it may have kept 
this Lease in effect pursuant to subsection 13.3.2, thereafter County may elect to 
terminate this Lease and all of Lessee’s rights in or to the Premises unless prior to such 
termination Lessee shall have cured the Event of Default or shall have satisfied the 
provisions of Section 13.2, hereof. County agrees to use reasonable efforts to mitigate 
damages. 

13.4 Damages. Should County elect to terminate this Lease under the provisions of the 
foregoing Section, County shall be entitled to recover from Lessee as damages: 

13.4.1 Unpaid Rent. The worth, at the time of the award, of the unpaid rent 
that had been earned at the time of termination of this Lease; 

13.4.2 Post-Termination Rent. The worth, at the time of the award, of the 
unpaid rent that would have been earned under this Lease after the date of termination of 
this Lease until the date Lessee surrenders possession of the Premises to County; and 

13.4.3 Other Amounts. The amounts necessary to compensate County for 
the sums and other obligations which under the terms of this Lease become due prior to, 
upon or as a result of the expiration of the Term or sooner termination of this Lease, 
including without limitation, those amounts of unpaid taxes, insurance premiums and 
utilities for the time preceding surrender of possession, the cost of removal of rubble, 
debris and other above-ground Improvements, attorney’s fees, court costs, and unpaid 
Administrative Charges, Net Proceeds Shares and Net Refinancing Proceeds. 

13.5 Others’ Right to Cure Lessee’s Default. County (and any Encumbrance Holder or 
Major Sublessee, as provided in the last sentence of this section), at any time after Lessee’s 
failure to perform any covenant, condition or agreement contained herein beyond any applicable 
notice and cure period, may cure such failure at Lessee’s cost and expense. If, after delivering to 
Lessee two (2) or more written notices with respect to any such default, County at any time, by 
reason of Lessee’s continuing failure, pays or expends any sum, Lessee shall immediately pay to 
County the lesser of the following amounts: (1) twice the amount expended by County to cure 
such default and (2) the amount expended by County to cure such default, plus one thousand 
dollars ($1,000). To the extent practicable, County shall give any Encumbrance Holders or 
Major Sublessees the reasonable opportunity to cure Lessee’s default prior to County’s 
expenditure of any amounts thereon. 
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13.6 Default by County. County shall be in default in the performance of any 
obligation required to be performed by County under this Lease if County has failed to perform 
such obligation within thirty (30) days after the receipt of notice from Lessee specifying in detail 
County’s failure to perform; provided, however, that if the nature of County’s obligation is such 
that more than thirty (30) days are required for its performance, County shall not be deemed in 
default if it shall commence such performance within thirty (30) days and thereafter diligently 
pursues the same to completion. Lessee shall have no rights as a result of any default by County 
until Lessee gives thirty (30) days notice to any person having a recorded interest pertaining to 
County’s interest in this Lease or the Premises. Such person shall then have the right to cure 
such default, and County shall not be deemed in default if such person cures such default within 
thirty (30) days after receipt of notice of the default, or such longer time as may be reasonably 
necessary to cure the default. Notwithstanding anything to the contrary in this Lease, County’s 
liability to Lessee for damages arising out of or in connection with County’s breach of any 
provision or provisions of this Lease shall not exceed the value of County’s equity interest in the 
Premises and its right to insurance proceeds in connection with the policies required under 
Article 9 hereof. 

14. ACCOUNTING. 

14.1 Maintenance of Records and Accounting Method. In order to determine the 
amount of and provide for the payment of the Annual Minimum Rent, Percentage Rent, 
Administrative Charge, Net Proceeds Share, Net Refinancing Proceeds and other sums due under 
this Lease, Lessee and all Sublessees shall at all times during the Term of this Lease, and for 
thirty six (36) months thereafter, keep, or cause to be kept, locally, to the reasonable satisfaction 
of Director, true, accurate, and complete records and double-entry books of account for the 
current and five (5) prior Accounting Years, such records to show all transactions relative to the 
conduct of operations, and to be supported by data of original entry. Such records shall detail 
transactions conducted on or from the Premises separate and apart from those in connection with 
Lessee’s (or sublessee’s or Iicensee’s, as appropriate) other business operations, if any. With 
respect to the calculation of Gross Receipts and the preparation of the reports and maintenance of 
records required herein, Lessee shall utilize either: (i) the accrual method of accounting, or (ii) a 
modified accrual method of accounting, modified in that (A) delinquent rents due from 
individual tenants (but not corporate tenants) is not accrued, (B) expenses are accrued on an 
approximate basis (i.e., materiality) each month during the fiscal year with full accrual treatment 
for the full fiscal year financial statements, and (C) depreciation is calculated on a tax basis 
rather than a GAAP basis. 

14.2 Cash Resisters. To the extent retail sales are conducted on the Premises, or other 
cash or credit sales of goods or services are conducted, all such sales shall be recorded by means 
of cash registers or computers which automatically issue a customer’s receipt or certify the 
amount recorded in a sales slip. Said cash registers shall in all cases have locked-in sales totals 
and transaction counters which are constantly accumulating and which cannot, in either case, be 
reset, and in addition thereto, a tape (or other equivalent security mechanism) Iocated within the 
register on which transaction numbers and sales details are imprinted. Beginning and ending 
cash register readings shall be made a matter of daily record. 
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Lessee shall cause to be implemented point of sale systems which can accurately 
verify all sales for audit purposes and customer review purposes, which system shall be 
submitted to the Director in advance of installation for his approval, which approval will not be 
unreasonably withheld. 

Lessee’s obligations set forth in this Section 14.2 include Lessee’s obligation to 
insure that Lessee’s sublessees, licensees, permittees, concessionaires and any other occupants of 
any portion of the Premises keep records sufficient to permit County and County’s auditors to 
detennine the proper levels of Annual Minimum Rent, Percentage Rent, Administrative Charge, 
Net Proceeds Share, Net Refinancing Proceeds and other sums due under this Lease. 

14.3 Statement; Payment. No later than the fifteenth (15th) day of each calendar 
month, Lessee shall render to County a detailed statement showing Gross Receipts during the 
preceding calendar month, together with its calculation of the amount payable to County under 
Sections 4.2 through 4.8 inclusive, and shall accompany same with remittance of amount so 
shown to be due. 

14.4 Availability of Records for Inspector’s Audit. Books of account and records for 
the then current and five (5) prior Accounting Years as hereinabove required shall be kept or 
made available at the Premises or at another location within Los Angeles County, and County 
and other governmental authorities shall have the right at any reasonable times and on reasonable 
prior notice to examine and audit said books and records, without restriction, for the purpose of 
determining the accuracy thereof and of the monthly statements of Gross Receipts derived from 
occupancy of the Premises and the compliance of Lessee with the terms of this Lease and other 
governmental requirements. This Section 14.4 shall survive the expiration of the Term or other 
termination of this Lease for thirty six (36) months after such expiration or termination. 

14.4.1 Entry by County. Upon at least one (1) business day advance notice, 
County and its duly authorized representatives or agents may enter upon the Premises at 
any and all reasonable times during the Term of this Lease for the purpose of determining 
whether or not Lessee is complying with the terms and conditions hereof, or for any other 
purpose incidental to the rights of County. 

14.5 Cost of Audit. In the event that, for any reason, Lessee does not make available 
its (or its sublessee’s or licensee’s) original records and books of account at the Premises or at a 
location within Los Angeles County, Lessee agrees to pay all expenses incurred by County in 
conducting any audit at the location where said records and books of account are maintained. In 
the event that any audit discloses a discrepancy in County’s favor of greater than two percent 
(2%) of the revenue due County for the period audited, then Lessee shall pay County audit 
contract costs, together with the amount of any identified deficiency, with interest thereon and 
Late Fee provided by Section 4.5. 

14.6 Additional Accounting Methods. County may require the installation of any 
additional accounting methods or machines which are typically used by major residential and/or 
boat anchorage management companies and which County reasonably deems necessary if the 
system then being used by Lessee does not adequately verify sales for audit or customer receipt 
purposes. 
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14.7 Accounting Year. The term “Accounting Year” as used herein shall mean each 
year during the Tern1 running from April 1 through the following March 3 1. 

14.5 Annual Financial Statements. Within six (6) months after the end of each 
Accounting Year, Lessee shall deliver to County the following financial statements: (i) a 
balance sheet of Lessee as of the end of such Accounting Year, certified by Lessee’s chief 
financial officer as accurately reflecting Lessee’s assets and liabilities, which balance sheet shall 
not be required to be audited, provided that at County’s request not more often than every two 
years, such balance sheet shall be audited by a Certified Public Accountant who is a member of 
the American Institute of Certified Public Accountants and is satisfactory to County (a 
“Qualified CPA”); (ii) a profit and loss statement of Lessee for such Accounting Year, audited 
and certified by a Qualified CPA; and (iii) a Gross Receipts and Percentage Rent statement for 
such Accounting Year, audited and certified by a Qualified CPA, which statement shall include a 
certification and unqualified opinion of such Qualified CPA (1) concerning Lessee’s Gross 
Receipts (inchrding a breakdown by category), and (2) that the correct amount of Percentage 
Rent has been paid to the County in connection with such Gross Receipts. All financial 
statements prepared by or on behalf of Lessee shall be prepared in a manner that permits County 
to detemrine the financial results of operations in connection with Lessee’s activities at, from or 
relating to the Premises, notwithstanding that Lessee may have income and expenses from other 
activities unrelated to its activities on the Premises. 

14.9 Accounting Obligations of Sublessees. Lessee shall cause all sublessees, 
licensees, concessionaires and others conducting business operations on or from the Premises to 
comply with all terms of this Article 14 with respect to the maintenance, form, availability and 
methodology of accounting records and the delivery to County of audited certified financial 
statements and unqualified opinions as to Gross Receipts. Count.y shall provide written notice to . ----- 
Lessee of the failure of any sublessee, concessionaire or other person to comply with this -____ 
subsection after County’s discovery of such failure and provide Lessee with the ri ht to cure an .._.~ +-- --.-~ -.- - - -~-~-.. is .-.. -.. ..~ ..-.-. Y 
f&n-e to ~ssco~ply!q p.qmgto_Co_unty of mounts. which-may be owhg.tO-County,-a_s shown ~____ 
on an audit conducted bsounty, __~__ or on an audit sup@ed by Less- such sublessee, 
concessionaire or other nerson and accepted by County. or as otherwise deter-mm-ed pursuant to ______ -__ 
Section -14. IO. In such event County shall permit Lessee to subrogate to any riPht of County& 
enforcethis_provj_s-og.a~~s_ts-~~~lesse_e,cor!ceSSiqnaire or other person,to the extent . . . . - . . ~~~.. _.~ -.. _~- _.... -~ .._ .-... ~-. 
Lessee does not have a direct right of enforcement against sublessee, concessionaire or oh 
person. 

14.10 Inadequacy of Records. In the event that Lessee or its sublessees, licensees or 
concessionaires, as appropriate, fails to keep the records required by this Article 14 such that a 
Certified Public Accountant is unable to issue an unqualified opinion as to Gross Receipts, such 
failure shall be deemed a breach of this Lease by Lessee. In addition to the other remedies 
available to County at law or equity as a result of such breach, County may prepare a calculation 
of the Percentage Rent payable by Lessee during the period in which the accounting records 
were inadequately maintained. Such calculation may be based on the past Gross Receipts levels 
on or from the Premises, the past or present level of Gross Receipts experienced by tenants of 
comparable leaseholds in Marina de1 Rey with comparable business operations, or any other 
method as reasonably determined by Director and shall utilize such methodology as Director 
deems reasonable. Within five (5) days after receipt of County’s determination of Percentage 
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Rent due, if any, Lessee shall pay such Percentage Rent, together with a late fee of six percent 
(6%) and interest to the date of payment at the Applicable Rate from the date upon which each 
unpaid instalhnent of Percentage Rent was due, together with County’s Actual Cost in 
connection with the attempted audit of the inadequate records and the reconstruction and 
estimation of Gross Receipts and the calculation of Percentage Rent due. 

15. MISCELLANEOUS. 

15.1 Quiet Enjoyment. Lessee, upon performing its obligations hereunder, shall have 
the quiet and undisturbed possession of the Premises throughout the Term of this Lease, subject, 
however, to the terms and conditions of this Lease. 

15.2 Time is of the Essence. Except as specifically otherwise provided for in this 
Lease, time is of the essence of this Lease and applies to all times, restrictions, conditions, and 
limitations contained herein. 

15.3 County Costs. Lessee shall promptly reimburse County for the Actual Costs 
incurred by County in the review, negotiation, preparation and documentation of this Lease and 
the term sheets and memoranda that preceded it. The parties acknowledge that Lessee has 
deposited the sum of dollars ($ ) toward those costs. County shall deliver 
to Lessee a report detailing such expenditures (along with invoice summaries or other supporting 
documentation) within ninety (90) days after the Effective Date. 

15.4 County Disclosure and Lessee’s Waiver. 

15.4.1 Disclosures and Waiver. 

15.4.1.1 “AS IS”. Lessee acknowledges that it is currently in 
possession of the Premises and that Lessee or its predecessor-in-interest has 
continuously occupied and/or managed and operated the Premises since 1963. 
Lessee accepts the Premises in their present condition notwithstanding the fact 
that there may be certain defects in the Premises, whether or not known to either 
party to this Lease, at the time of the execution of this Lease by Lessee and 
Lessee hereby represents that it has performed all investigations necessary, 
including without limitation soils and engineering inspections, in connection with 
its acceptance of the Premises “AS IS”. 

15.4.1.2 Lessee acknowledges that it may incur additional 
engineering and construction costs above and beyond those contemplated by 
either party to this Lease at the time of the execution hereof and Lessee agrees 
that, it will make no demands upon County for any construction, alterations, or 
any kind of labor that may be necessitated in connection therewith. 

15.4.1.3 Lessee hereby waives, withdraws, releases, and 
relinquishes any and all claims, suits, causes of action (other than a right to 
terminate as otherwise provided in this Lease), rights of rescission, or charges 
against County, its officers, agents, employees or volunteers which Lessee now 
has or may have or asserts in the future which are based upon any defects in the 
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physical condition of the Premises and the soil thereon and thereunder, regardless 
of whether or not said conditions were known at the time of the execution of this 
instrument. The waiver and release set forth in this subsection 15.4.1.3 (i) shall 
not apply to the Excluded Conditions, and (ii) shall not alter the parties’ rights and 
obligations under the Existing Lease with respect to any abandoned wells or other 
environmental conditions existing on the Premises as of the Effective Date. 

follows: 
15.4.1.4 California Civil Code Section 1542 provides as 

A GENERAL RELEASE DOES NOT EXTEND TO 
CLAIMS WHICH THE CREDITOR DOES NOT KNOW 
OR SUSPECT TO EXIST IN HIS FAVOR AT THE TIME 
OF EXECUTING THE RELEASE, WHICH IF KNOWN 
BY HIM MUST HAVE MATERIALLY AFFECTED HIS 
SETTLEMENT WITH THE DEBTOR. 

By initialing this paragraph, Lessee acknowledges that it has read, is familiar 
with, and waives the provisions of California Civil Code S 1542 set forth above, 
and agrees to all of the provisions of subsection 15.4.1.3 above. 

Lessee’s Initials 

15.4.2 Right of Offset. Lessee acknowledges that the rent provided for in 
this Lease has been agreed upon in light of Lessee’s construction, maintenance and repair 
obligations set forth herein, and, notwithstanding anything to the contrary provided in this 
Lease or by applicable law, Lessee hereby waives any and all rights, if any, to make 
repairs at the expense of County and to deduct or offset the cost thereof from the Annual 
Minimum Rent, Monthly Minimum Rent, Percentage Rent or any other sums due County 
hereunder. 

15.5 Holding Over. If Lessee holds over after the expiration of the Term for any 
cause, with or without the express or implied consent of County, such holding over shall be 
deemed to be a tenancy from month-to-month only, and shall not constitute a renewal or 
extension of the Term. During any such holdover period, the Minimum Monthly Rent and 
Percentage Rent in effect at the end of the Term shall be increased to one hundred twenty five 
percent (125%) of such previously effective amounts. Such holdover shall otherwise be subject 
to the same terms, conditions, restrictions and provisions as herein contained. Such holding over 
shall include any time employed by Lessee to remove machines, appliances and other equipment 
during the time periods herein provided for such removal. 

Nothing contained herein shall be construed as consent by County to any holding 
over by Lessee, and County expressly reserves the right to require Lessee to surrender possession 
of the Premises to County as provided in this Lease upon the expiration or other termination of 
this Lease. The provisions of this Section 15.5 shall not be deemed to limit or constitute a 
waiver of any other rights or remedies of County provided at law or in equity. If Lessee fails to 
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surrender the Premises upon the termination or expiration of this Lease, in addition to any other 
liabilities to County accruing therefrom, Lessee shall protect, defend, indemnify and hold County 
harmless from all losses, costs (including reasonable attorneys’ fees), damages, claims and 
liabilities resulting from such failure, including, without limitation, any claims made by any 
succeeding tenant arising from such failure to surrender, and any lost profits to County resulting 
therefrom, provided that County notifies Lessee that Lessee’s failure to timely surrender the 
Premises will cause County to jncur such lost profits. 

15.6 Waiver of Conditions or Covenants. Except as stated in writing by the waiving 
party, any waiver by either party of any breach of any one or more of the covenants, conditions, 
terms, and agreements of this Lease shall not be construed to be a waiver of any subsequent or 
other breach of the same or of any other covenant, condition, term, or agreement of this Lease, 
nor shall failure on the part of either party to require exact full and complete compliance with 
any of the covenants, conditions, terms, or agreements of this Lease be construed as in any 
manner changing the terms hereof or estopping that party from enforcing the fir11 provisions 
hereof, nor shall the terms of this Lease be changed or altered in any manner whatsoever other 
than by written agreement of County and Lessee. No delay, failure, or omission of County to re- 
enter the Premises or of either party to exercise any right, power, privilege, or option, arising 
from any default, nor any subsequent acceptance of rent then or thereafter accrued shall impair 
any such right, power, privilege, or option or be construed as a waiver of or acquiescence in such 
default or as a relinquishment of any right. No notice to Lessee shall be required to restore or 
revive “time of the essence” after the waiver by County of any default. Except as specifically 
provided in this Lease, no option, right, power, remedy, or privilege of either party shall be 
construed as being exhausted by the exercise thereof in one or more instances. 

15.7 Remedies Cumulative. The rights, powers, options, and remedies given County 
by this agreement shall be cumulative except as otherwise specifically provided for in this Lease. 

15.8 Authorized Right of Entry. In any and all cases in which provision is made herein 
for termination of this Lease, or for exercise by County of right of entry or re-entry upon the 
Premises in the case of an Event of Default, or in case of abandonment or vacation of the 
Premises by Lessee, Lessee hereby n-revocably authorizes County to enter upon the Premises and 
remove any and all persons and property whatsoever situated upon the Premises and place all or 
any portion of said property, except such property as may be forfeited to County, in storage for 
the account of and at the expense of Lessee. 

Except to the extent arising out of or caused by the gross negligence or wiIlM 
misconduct of County, Lessee agrees to indemnify, defend and save harmless County from any 
cost, expense, loss or damage arising out of or caused by any such entry or re-entry upon the 
Premises in the case of an Event of Default, including the removal of persons and property and 
storage of such property by County and its agents. 

15.9 Place of Payment and Filing. All rentals shall be paid to and all statements and 
reports herein required and other items deliverable to County hereunder shall be filed with or 
delivered to the Department. Checks, drafts, letters of credit and money orders shall be made 
payable to the County of Los Angeles. 
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15.10 Service of Written Notice or Process. Any notice required to be sent under this 
Lease shall be in compliance with and subject to this Section 15.10. If Lessee is not a resident of 
the State of California, or is an association or partnership without a member or partner resident 
of said State, or is a foreign corporation, Lessee shall file with Director a designation of a natural 
person residing in the County of Los Angeles, State of California, or a service company, such as 
CT Corporation, which is authorized to accept service, giving his or its name, residence, and 
business address, as the agent of Lessee for the service of process in any court action between 
Lessee and County, arising out of or based upon this Lease, and the delivery to such agent of 
written notice or a copy of any process in such action shall constitute a valid service upon 
Lessee. 

If for any reason service of such process upon such agent is not possible, then any 
officer of Lessee may be personally served with such process outside of the State of California 
and such service shall constitute valid service upon Lessee; and it is further expressly agreed that 
Lessee is amenable to such process and submits to the jurisdiction of the court so acquired and 
waives any and all objection and protest thereto. 

Written notice addressed to Lessee at the addresses below-described, or to such 
other address that Lessee may in writing file with Director, shall be deemed sufficient if said 
notice is delivered personally, by telecopy or facsimile transmission or, provided in all cases 
there is a return receipt requested and postage or other delivery charges prepaid, by registered or 
certified mail posted in the County of Los Angeles, California, Federal Express or DHL, or such 
other services as Lessee and County may mutually agree upon from time to time. Each notice 
shall be deemed received and the time period for which a response to any such notice must be 
given or any action taken with respect thereto (including cure of any prospective Event of 
Default) shall commence to nm from the date of actual receipt of the notice by the addressee 
thereof in the case of personal delivery, telecopy or facsimile transmission if before 5:00 p.m. on 
regular business days, or upon the expiration of the third (3rd) business day after such notice is 
sent from within Los Angeles County in the case of such registered or certified mail as 
authorized in this Section. 

Copies of any written notice to Lessee shall also be simultaneously mailed to any 
Encumbrance Holder, Major Sublessee or encumbrancer of such Major Sublessee of which 
County has been given written notice and an address for service. Notice given to Lessee as 
provided for herein shall be effective as to Lessee notwithstanding the failure to send a copy to 
such Encumbrance Holder, Major Sublessee or encumbrancer. 

As of the date of execution hereof, the persons authorized to receive notice on 
behalf of County and Lessee are as follows: 

[634 120.91634 120.L4 103 
C:‘Uhcuments and Settings’~eintzja’\hlv Documents\??634120 vDOC Cumulative Black-line of Parcels I 11-I 12 Restated Lease.doc 



COUNTY: Director 
Department of Beaches and Harbors 
Los Angeles County 
13837 Fiji Way 
Marina de1 Rey, California 90292 
Phone: 3 I O/305-9522 
Fax: 3 I O/82 l-6345 

With a Copy to: Office of County Counsel 
Los Angeles County 
500 West Temple Street 
Los Angeles, California 90012 
Attn: County Counsel 
Phone: 2 13/974- 180 1 
Fax: 213/617-7182 

LESSEE: Marina Pacific Associates 
c/o Mr. Jerry B. Epstein 
4201 Via Marina 
Marina de1 Rey, California 90292 
Phone: 3 1 O/823-5384 
Fax: 310/301-1710 

With a Copy to: CMR, Inc. 
c/o Ring Financial 
50 1 Santa Monica Boulevard 
Suite 605 
Santa Monica, California 90401 
Phone: 3 1 O/458-0457 
Fax:. 310/458-9241 

and 

Cox, Castle & Nicholson LLP 
2049 Century Park East 
28th Floor 
Los Angeles, California 90067 
Attention: h-a J. Waldman, Esq. 
Phone: 3 1 O/277-4222 
Fax : 3 1 O/277-7889 

Either party shall have the right to change its notice address by written notice to the other party 
of such change in accordance with the provisions of this Section 15.10. 

L 5.11 Interest. In any situation where County has advanced sums on behalf of Lessee 
pursuant to this Lease, such sums shall be due and payable within five (5) days after Lessee’s 
receipt of written demand, together with interest at the Applicable Rate (unless another rate is 
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specifically provided herein) from the date such sums were first advanced, until the time 
payment is received. In the event that Lessee repays sums advanced by County on Lessee’s 
behalf with interest in excess of the maximum rate permitted by Applicable Laws, County shall 
either refund such excess payment or credit it against subsequent installments of Annual 
Minimum Rent and Percentage Rent. 

15.12 Captions. The captions contained in this Lease are for informational purposes 
only, and are not to be used to interpret or explain the particular provisions of this Lease. 

15.13 Attorneys’ Fees. In the event of any action, proceeding or arbitration arising out 
of or in connection with this Lease, whether or not pursued to judgment, the prevailing party 
shall be entitled, in addition to all other relief, to recover its costs and reasonable attorneys’ fees, 
including without limitation reasonable attorneys’ fees for County Counsel’s services where 
County is represented by the County Counsel and is the prevailing party, and also including all 
fees, costs and expenses incurred in executing, perfecting, enforcing and collecting any 
judgment. 

15.14 Amendments. This Lease may only be amended in writing executed by duly 
authorized officials of Lessee and County. Notwithstanding the foregoing, Director shall have 
the power to execute such amendments to this Lease as are necessary to implement any 
arbitration judgment issued pursuant to this Lease. No amendment, other than one implemented 
through an arbitration judgment, shall be binding upon an Encumbrance Holder as to which 
County has been notified in writing, unless the consent of such Encumbrance Holder is obtained 
with respect to such amendment. 

15.15 Time For Director Approvals. Except where a different time period is specifically 
provided for in this Lease, whenever in this Lease the approval of Director is required, approval 
shall be deemed not given unless within thirty (30) days after the date of the receipt of the 
written request for approval from Lessee, Director either (a) approves such request in writing, or 
(b) notifies Lessee that it is not reasonably possible to complete such review within the thirty 
(30)-day period, provides a final date for approval or disapproval by Director (the “Extended 
Time”) and approves such request in writing prior to such Extended Time. If Director does not 
approve such request in writing within such Extended Time, the request shall be deemed to be 
disapproved. 

15.16 Time For County Action. Notwithstanding anything to the contrary contained in 
this Lease, wherever Director detennines that a County action required hereunder necessitates 
approval from or a vote of one or more of County’s boards or commissions or County’s Board of 
Supervisors, the time period for County performance of such action shall be extended as is 
reasonably necessary in order to secure such approval or vote, and County shall not be deemed to 
be in default hereunder in the event that it fails to perform such action within the time periods 
otherwise set forth herein. 

15.17 Estoppel Certificates. Each party agrees to execute, within ten (10) business days 
after the receipt of a written request therefor from the other party, a certificate stating: (i) that this 
Lease is in full force and effect and is unmodified (or stating othenvise, if true); (ii) that, to the 
best knowledge of such party, the other party is not then in default under the terms of this Lease 
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(or stating the grounds for default if such be the case); and (iii) if requested, the amount of the 
Security Deposit, Annual Minimum Rent, Percentage Rent and other material economic terms 
and conditions of this Lease. Prospective purchasers, Major Sublessees and lenders may rely on 
such statements. 

15.18 Indemnity Obligations. Whenever in this Lease there is an obligation to 
indemnify, hold harmless and/or defend, irrespective of whether or not the obligation so 
specifies, it shall include the obligation to defend and pay reasonable attorney’s fees, reasonable 
expert fees and court costs. 

15.19 Waterfront Promenade. Lessee shall develop a continuous pedestrian walkway 
with landscaping, lighting, seating, fencing and other improvements (the “Promenade”) as 
described in Exhibit K. Lessee shall complete the foregoing work by that date which is eighteen 
(18) months following the Required Construction Completion Date (as such date may be 
extended as provided in Article 5 above), subject to extension for delays in such completion of 
the Promenade caused by Force Majeure. No Force Majeure delay shall commence until after 
Lessee has notified County of the existence of such Force Majeure event. Lessee and Director 
shall discuss and attempt to agree on the length of any such delay. If they are unable to agree 
within thirty (30) days after the event or occurrence giving rise to Lessee’s claim to such delay, 
the matter shall be arbitrated as set forth in Article 16. The facilities to be constructed under this 
Section 15.19 shall be constructed in accordance with the provisions of Article 5. County hereby 
reserves a public easement for access over and use of the Promenade for tire lane uses, 
pedestrian purposes and such other related uses (including, if approved by County bicycling, 
rollerblading and the like) as may be established by the County from time to time, all in 
accordance with such rules and regulations as are promulgated from time to time by the County 
regulating such public use. Such public easement shall also include the right to use the 
restrooms marked on Exhibit K for public use. Lessee shall be responsible for the maintenance 
and repair of the Promenade in accordance with commercially reasonable maintenance and repair 
standards for the Promenade established by the County from time to time on a nondiscriminatory 
basis. The exact legal description of the Premises encumbered by the public easement reserved 
herein shall be established based upon the final as-built drawings for the Promenade to be 
delivered by Lessee upon the completion thereof in accordance with the terms and provisions of 
Article 5 of this Lease. At the request of either party such legal description shall be recorded in 
the Official Records of the County as a supplement to this Lease. 

15.20 Dockmaster. Throughout the Term, Lessee shall maintain a dockmaster program 
acceptable to County to manage Lessee’s anchorage at the Premises. 

15.2 1 Seaworthy Vessels. On or before January 1, April I, July 1 and October 1 of each 
year during the Term, Lessee shall deliver to Director a report which contains the following 
information with respect to every vessel (including floating homes as defined in Title 19 of the 
Los Angeles County Code) moored within the Premises: (i) the name, address and telephone 
number of the registered owner (and slip tenant, if other than the registered owner) for each 
vessel; (ii) the state registration or federal document number, and name (if any), of the vessel; 
(iii) whether th e vessel is a power vessel, sailing vessel or floating home; and (iv) the slip 
number and length of the vessel, and whether the vessel is presently authorized by Lessee for 
liveaboard tenancy. In addition, Lessee shall require, and shall certify annually to Director, that 
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as a condition of slip rental and continued slip tenancy, all new slip tenanted vessels from and 
after the immediately preceding certification (or in the case of the initial certification, from and 
after the Effective Date) have been required to pass seaworthiness inspection by the Harbor 
Patrol within sixty (60) days of such slip rental. Henceforth, all of Lessee’s slip leases shall 
provide that any newly tenanted vessel which is unable to pass such inspection within the 
required period, or such reasonable extension thereof as may be granted in the Director’s sole 
discretion, shall be ineligible for continued slip tenancy on the leasehold premises and shall be 
removed therefrom. The requirements of the two preceding sentences shall not be applicable to 
any vessel which is specifically exempted from seaworthiness requirements by Title 19 of the 
Los Angeles County Code. 

15.22 Controlled Prices. Lessee shall at all times maintain a complete list or schedule of 
the prices charged for all goods or services, or combinations thereof, supplied to the public on or 
from the Premises, whether the same are supplied by Lessee or by its Sublessees, assignees, 
concessionaires, permittees or licensees. Said prices shall be fair and reasonable, based upon the 
following two (2) considerations: first, that the property herein demised is intended to serve a 
public use and to provide needed facilities to the public at fair and reasonable cost; and second, 
that Lessee is entitled to a fair and reasonable return upon his investment pursuant to this Lease. 
In the event that Director notifies Lessee that any of said prices are not fair and reasonable, 
Lessee shall have the right to confer with Director and to justify said prices. If, after reasonable 
conference and consultation, Director shall determine that any of said prices are not fair and 
reasonable, the same shall be modified by Lessee or its Sublessees, assignees, concessionaires, 
permittees or licensees, as directed. Lessee may appeal the determination of Director to the 
Board, whose decision shall be final and conclusive. Pending such appeal, the prices fixed by 
Director shall be the maximum charged by Lessee. 

16. ARBITRATION. 

Except as otherwise provided by this Article 16, disputed matters which may be 
arbitrated pursuant to this Lease shall be settled by binding arbitration in accordance with the 
then existing provisions of the California Arbitration Act, which as of the date hereof is 
contained in Title 9 of Part III of the California Code of Civil Procedure, commencing with 
Section 1280. 

(4 Either party (the “Initiating Party”) may initiate the arbitration process by 
sending written notice (“Request for Arbitration”) to the other party (the “Responding 
Party”) requesting initiation of the arbitration process and setting forth a brief description 
of the dispute or disputes to be resolved and the contention(s) of the Initiating Party. 
Within ten (10) days after service of the Request for Arbitration, the Responding Party 
shall file a “Response” setting forth the Responding Party’s description of the dispute and 
the contention(s) of Responding Party. If Responding Party has any “Additional 
Disputes” he shall follow the format described for the Initiating Party. The Initiating 
Party will respond within ten (I 0) days after service of the Additional Disputes setting 
forth Initiating Party’s description of the Additional Disputes and contentions regarding 
the Additional Disputes. 
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w Notwithstanding anything to the contrary which may now or hereafter be 
contained in the California Arbitration Act, the parties agree that the following provisions 
shall apply to any and all arbitration proceedings conducted pursuant to this Lease: 

16.1 Selection of Arbitrator. The parties shall attempt to agree upon an arbitrator who 
shall decide the matter. If, for any reason, the parties are unable to agree upon the arbitrator 
within ten (10) days of the date the Initiating Party serves a request for arbitration on the 
Responding Party, then at any time on or after such date either party may petition for the 
appointment of the arbitrator as provided in California Code of Civil Procedure Section 128 1.6. 

16.2 Arbitrator. The arbitrator shall be a retired judge of the California Superior Court, 
Court of Appeal or Supreme Court, or any United States District Court or Court of Appeals 
located within the State, who has agreed to resolve civil disputes. 

16.3 Scope of Arbitration. County and Lessee affirm that the mutual objective of such 
arbitration is to resolve the dispute as expeditiously as possible. The arbitration process shall not 
apply or be used to determine issues other than (i) those presented to the arbitrator by the 
Initiating Party provided those disputes are arbitrable disputes pursuant to this Lease, (ii) 
Additional Disputes presented to the arbitrator by the Responding Party, provided that any such 
Additional Disputes constitute arbitrable disputes pursuant to this Lease and (iii) such related 
preliminary or procedural issues as are necessary to resolve (i) and/or (ii) above. The arbitrator 
shall render an award. Either party may, at its sole cost and expense, request a statement of 
decision explaining the arbitrator’s reasoning which shall be in such detail as the arbitrator may 
determine. Unless otherwise expressly agreed by the parties in writing, the award shall be made 
by the arbitrator no later than the sooner of six (6) months after the date on which the arbitrator is 
selected by mutual agreement or court order, whichever is applicable, or five (5) months after the 
date of a denial of a petition to disqualify a potential arbitrator for cause. County and Lessee 
hereby instruct the arbitrator to take any and all actions deemed reasonably necessary, 
appropriate or prudent to ensure the issuance of an award within such period. Notwithstanding 
the foregoing, failure to complete the arbitration process within such period shall not render such 
arbitration or any determination made therein void or voidable; however, at any time after the 
expiration of the foregoing five (5) or six (6) month periods, as applicable, either party may 
deliver written notice to the arbitrator and the other party either terminating the arbitration or 
declaring such party’s intent to terminate the arbitration if the award is’not issued within a 
specified number of days after delivery of such notice. If the arbitrator’s award is not issued 
prior to the expiration of said specified period, the arbitration shall be terminated and the parties 
shall recommence arbitration proceedings pursuant to this Article 16. 

16.4 Immunity. The parties hereto agree that the arbitrator shall have the immunity of 
a judicial officer from civil liability when acting in the capacity of arbitrator pursuant to this 
Lease. 

16.5 Section 1282.2. The provisions of Code of Civil Procedure $ 1282.2 shall apply 
to the arbitration proceedings except to the extent they are inconsistent with the following: 

(1) Unless the parties otherwise agree, the arbitrator shall appoint a time and 
place for the hearing and shall cause notice thereof to be served as provided in said 5 
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1282.2 not less than ninety (90) days before the hearing, regardless of the aggregate 
amount in controversy. 

(2) No later than sixty (60) days prior to the date set for the hearing (unless, 
upon a showing of good cause by either party, the arbitrator establishes a different 
period), in lieu of the exchange and inspection authorized by Code of Civil Procedure 8 
1282.2(a)(2)(A), (B) and (C), the parties shall simultaneously exchange the following 
documents by personal delivery to each other and to the arbitrator: 

(4 a written Statement of Position, as further defined below, setting forth in 
detail that party’s Gina1 positjon regarding the matter in dispute and specific 
numerical proposal for resolution of monetary disputes; 

(b) a list of witnesses each party intends to call at the hearing, designating 
which witnesses will be called as expert witnesses and a summary of each 
witness’s testimony; 

(4 a list of the documents each intends to introduce at the hearing, together 
with complete and correct copies of all of such documents; and, 

(4 if the issue involves Fair Market Rental Value or a valuation matter, a list 
of all Written Appraisal Evidence (as defined below) each intends to introduce at 
the hearing, together with complete and correct copies of all of such Written 
Appraisal Evidence. 

(3) No later than twenty (20) days prior to the date set for the hearing, each 
party may file a reply to the other party’s Statement of Position (“Reply”). The Reply 
shall contain the following information: 

(4 a written statement, to be limited to that party’s rebuttal to the matters set 
forth in the other party’s Statement of Position; 

(b) a list of witnesses each party intends to call at the hearing to rebut the 
evidence to be presented by the other party, designating which witnesses will be 
called as expert witnesses; 

(4 a list of the documents each intends to introduce at the hearing to rebut the 
evidence to be presented by the other party, together with complete and correct 
copies of ail of such documents (unless, upon a showing of good cause by either 
party, the arbitrator establishes a different deadline for delivering true and correct 
copies of such documents); 

(4 if the issue involves Fair Market Rental Value or a valuation matter, a list 
of all Written Appraisal Evidence, or written critiques of the other party’s Written 
Appraisal Evidence if any, each intends to introduce at the hearing to rebut the 
evidence presented by the other party, together with complete and correct copies 
of all of such Written Appraisal Evidence (unless, upon a showing of good cause 
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by either party, the arbitrator establishes a different deadline for delivering true 
and correct copies of such Written Appraisal Evidence); and 

(4 Witnesses or documents to be used solely for impeachment of a witness 
need not be identified or produced. 

(4) The arbitrator is not bound by the rules of evidence, but may not consider 
any evidence not presented at the hearing. The arbitrator may exclude evidence for any 
reason a court may exclude evidence or as provided in this Lease. 

16.6 Statements of Position. The Statement of Position to be delivered by Section 16.5 
shall comply with the following requirements: 

(1) Where the dispute involves rent to be charged, market values, insurance 
1eveIs or other monetary amounts, the Statements of Position shall numerically set forth 
the existing minimum rent, percentage rent, market value, insurance level and/or other 
monetary amounts in dispute, the party’s proposed new minimum rent, percentage rent, 
market value, insurance level and/or other monetary amounts, and shall additionally set 
forth the facts supporting such party’s position. 

(2) If the dispute relates to Improvement Costs, the Statements of Position 
shall set forth the facts supporting such party’s position and the amount of each cost 
which the party believes should be allowed or disallowed. 

16.7 Written Appraisal Evidence. Neither party may, at any time during the 
proceedings, introduce any written report which expresses an opinion regarding Fair Market 
Rental Value or the fair market value of the Premises, or any portion thereof, (“Written 
Appraisal Evidence”) unless such Written Appraisal Evidence substantially complies with the 
following standards: it shall describe the Premises; identify the uses permitted thereon; describe 
or take into consideration the terms, conditions and restrictions of this Lease; correlate the 
appraisal method(s) applied; discuss the relevant factors and data considered; review rentals paid 
by lessees in Marina de1 Rey and other marina locations within Southern California who are 
authorized to conduct similar activities on comparable leaseholds; and, describe the technique of 
analysis, limiting conditions and computations that were used in the formulation of the valuation 
opinion expressed. With respect to disputes regarding Fair Market Rental Value, such Written 
Appraisal Evidence shall express an opinion regarding the fair market rental value of the 
Premises as prescribed by Section 4.4.1. Written Appraisal Evidence in connection with disputes 
arising out of Article 6 of this Lease shall predicate any valuation conclusions contained therein 
on the Income Approach. Written Appraisal Evidence shall in all other respects be in material 
conformity and subject to the requirements of the Code of Professional Ethics and the Standards 
of Professional Practice of The Appraisal Institute or any successor entity. 

16.8 Evidence. The provisions of Code of Civil Procedure 5 1282.2(a)(2)(E) shall not 
apply to the arbitration proceeding. The arbitrator shall have no discretion to allow a party to 
introduce witnesses, documents or Written Appraisal Evidence (other than impeachment 
testimony) unless such information was previously delivered to the other party in accordance 
with Section 16.5 and, in the case of Written Appraisal Evidence, substantially complies with the 
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requirements of Section 16.7, or such evidence consists of a transcript of a deposition of an 
expert witness conducted pursuant to Section 16.9. Notwithstanding the foregoing, the arbitrator 
may allow a party to introduce evidence which, in the exercise of reasonable diligence, could not 
have been delivered to the other party in accordance with Section 16.5, provided such evidence 
is otherwise permissible hereunder. 

16.9 Discovery. The provisions of Code of Civil Procedure 4 1253.05 shall not apply 
to the arbitration proceedings except to the extent incorporated by other sections of the California 
Arbitration Act which apply to the arbitration proceedings. There shall be no pre-arbitration 
discovery except as provided in Section 16.5; provided, however, each party shall have the right, 
no later than seven (7) days prior to the date first set for the hearing, to conduct a deposition, not 
to exceed three (3) hours in duration unless the arbitrator otherwise determines that good cause 
exists to justify a longer period, of any person identified by the other party as an expert witness 
pursuant to Sections 16.5 (2)(b) or 16.5 (3)(b). 

16.10 Awards of Arbitrators. 

16.10.1 Monetary Issues. With respect to monetary disputes (including 
without limitation disputes regarding Percentage Rent, Fair Market Rental Value and the 
amount of coverage under the policies of insurance required pursuant to Article 9 of this 
Lease), the arbitrator shall have no right to propose a middle ground or any proposed 
modification of either Statement of Position. The arbitrator shall instead select 
whichever of the two Statements of Position is the closest to the monetary or numerical 
amount that the arbitrator determines to be the appropriate determination of the rent, 
expense, claim, cost, delay, coverage or other matter in dispute and shall render an award 
consistent with such Statement of Position. For purposes of this Section 16.10, each 
dispute regarding Annual Minimum Rent, each category of Percentage Rent and the 
amount of required insurance coverage shall be considered separate disputes (a “Separate 
Dispute”). While the arbitrator shall have no right to propose a middle ground or any 
proposed modification of either Statement of Position concerning a Separate Dispute, the 
arbitrator shall have the right, if the arbitrator so chooses, to choose one party’s Statement 
of Position on one or more of the Separate Disputes, while selecting the other party’s 
Statement of Position on the remaining Separate Disputes. For example, if the parties are 
unable to agree on the Annual Minimum Rent and three Percentage Rent categories to be 
renegotiated pursuant to Section 4.4 and the amount of liability insurance coverage to be 
renegotiated pursuant to Section 9.3, then there shall be five Separate Disputes and the 
arbitrator shall be permitted to select the County’s Statement of Position with respect to 
none, some or all of such five Separate Disputes and select the Lessee’s Statement of 
Position, on the balance, if any, of such five Separate Disputes. Upon the arbitrator’s 
selection of a Statement of Position, pursuant to this Article 16, the Statement of Position 
so chosen and the award rendered by the arbitrator thereon shall be final and binding 
upon the parties, absent Gross Error on the part of the arbitrator. 

16.10.2 Nonmonetary Issues. With respect to nonmonetary issues and 
disputes, the arbitrator shall determine the most appropriate resolution of the issue or 
dispute, taking into account the Statements of Position submitted by the parties, and shall 
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render an award accordingly. Such award shall be final and binding upon the parties, 
absent Gross Error on the part of the arbitrator. 

16.11 Powers of Arbitrator. In rendering the award, the arbitrator shall have the power 
to consult or examine experts or authorities not disclosed by a party pursuant to Section 16.5(2) 
hereof, provided that each party is afforded the right to cross-examine such expert or rebut such 
authority. 

16.12 Costs of Arbitration. Lessee and County shall equally share the expenses and fees 
of the arbitrator, together with other expenses of arbitration incurred or approved by the 
arbitrator. Failure of either party to pay its share of expenses and fees constitutes a material 
breach of such party’s obligations hereunder. 

16.13 Amendment to Implement Judgment. Within seven (7) days after the issuance of 
any award by the arbitrator becomes final, the County will draft a proposed amendment to the 
Lease setting forth the relevant terms of such award. Within seven (7) days after delivery of a 
copy of the amendment to Lessee, Lessee will sign the amendment and return the executed copy 
to the County, which shall thereafter be executed by County as soon as reasonably practicable. 

16.14 Impact of Gross Error Allegations. Where either party has charged the arbitrator 
with Gross Error: 

16.14.1 The award shall not be implemented if the party alleging Gross Error 
obtains a judgment of a court of competent jurisdiction stating that the arbitrator was 
guilty of Gross Error and vacating the arbitration award (“Disqualification Judgment”). 
In the event of a Disqualification Judgment, the arbitration process shall begin over 
immediately in accordance with this Section 16.14, which arbitration shall be conducted 
(with a different arbitrator) as expeditiously as reasonably possible. 

16.14.2 The party alleging Gross Error shall have the burden of proof. 

16.14.3 For the purposes of this Section 16.14, the term “Gross Error” shall 
mean that the arbitration award is subject to vacation pursuant to California Code of Civil 
Procedure 3 1286.2 or any successor provision. 

17. DEFINITION OF TERMS; INTERPRETATION. 

17.1 Meanings of Words Not Specifically Defined. Words and phrases contained 
herein shall be construed according to the context and the approved usage of the English 
language, but technical words and phrases, and such others as have acquired a peculiar and 
appropriate meaning by law, or are defined in Section 1.1, are to be construed according to such 
technical, peculiar, and appropriate meaning or definition. 

17.2 Tense; Gender; Number; Person. Words used in this Lease in the present tense 
include the future as well as the present; words used in the masculine gender include the 
feminine and neuter and the neuter includes the masculine and feminine; the singular number 
includes the plural and the plural the singular; the word “person” includes a corporation, 
partnership, limited liability company or similar entity, as well as a natural person. 
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17.3 Business Days. For the purposes of this Lease, “business day” shall mean a 
business day as set forth in Section 9 of the California Civil Code, and shall include “Optional 
Bank Holidays” as defined in Section 7.1 of,the California Civil Code. 

17.4 Parties Represented by Consultants, Counsel. Both County and Lessee have 
entered this Lease following advice from independent financial consultants and legal counsel of 
their own choosing. This document is the result of combined efforts of both parties and their 
consultants and attorneys. Thus, any rule of law or construction which provides that ambiguity 
in a term or provision shall be construed against the draftsperson shall not apply to this Lease. 

17.5 Governing Law. This Lease shall be governed by and interpreted in accordance 
with the laws of the State of California. 

17.6 Reasonableness Standard. Except where a different standard is specifically 
provided otherwise herein, whenever the consent of County or Lessee is required under this 
Lease, such consent shall not be unreasonably withheld and whenever this Lease grants County 
or Lessee the right to take action, exercise discretion, establish rules and regulations or make 
allocations or other determinations, County and Lessee shall act reasonably and in good faith. 
These provisions shall only apply to County acting in its proprietary capacity. 

17.7 Compliance with Code. County and Lessee agree and acknowledge that this 
Lease satisfies the requirements of Section 25536 of the California Government Code as a result 
of various provisions contained herein. 

17.5 Memorandum of Lease. The parties hereto shall execute and acknowledge a 
Memorandum of Lease Extension, in recordable form and otherwise satisfactory to the parties 
hereto, for recording as soon as is practicable on or following the Effective Date. 

17.9 Guest/Water Taxi Docking Slip. -Lessee shall-make available done (1-j docking slip -.--__iL.AA-- 
to be reserved for transient boatpurposes (the “Transient Slip”). Until such time as othenvise - ~.-.___ 
designated by the County, thz&nsient Slip shall be rented on an hourly or daily basis for guest 
&at docking e~uring any future-period that a water taxi program is in operation in the 
Marina,-~-~.~nty.~hall-~~~e_th.~ ri&t~t_!e.requjr.ethat the Transient Slip be made available forwatel 
taxi docking pumes. The Transient Slip shall be located at an end-tie location reasonably 
acceptable to County, Lessee shall make tharansient Slin available for the us-es described in 
this Section 17.9 c-ommencing not later than the completion by Lessee of that portion of the 
Anc~~r.~~~..Fa-!itiesr.~p_!acemenf~work_describedi.m_sub.~ect~on 52.4.2.that corresponcls.l.o~th.e 
location of the Transient Slip. .__ The operation of the Transient Slipatsubject to such 
security vrocedures and insurance requirements as ar eptable to Lessee and 
County and consistent with those applicable to the operation of the Anchoraee~ Facilities from . .-- -. ..-- -~-. .-- 
f~rwAQtiImL 

17.10 7 Tahiti Way Easement. Countv hereby .gr ants Lessee and its permitted sublessees, -____ 
successors and assiwder this Lease. a non-exclusive easement for access and roadway .-___- _--___ 
purposes in and over the private street commonly kno~~~~as~.Tahiti~Miay_~(“Tabiti .Way”)-and 
depicted on Los. An&es-County AssessorIs Map No-.- 88 fil.ed in Book--l, Pages 5337Oi.ncl.usiv.e, --..--1.- 
of assessor’s maps in the office of the recorder ofsaid countr(the “Tahiti WayEasement”). Th ~__~-- -~- --~ 
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Tahiti WayJasement shall be appmenant to, Andy co-terminus with, the leasehold interest in the 
Premises under this Lease. Lessee’s rights of access on and--over Tahiti Way shale be in common 

_._~ __.-- 

~5th the sxess rig.~!s..ofCounty. ar?d_~~~y~ot~.er~rs.or!s-or ent~~~-~s_~o~which.Cour?ty~ grants access -..--.z- 
r&z&s from time to time. Lessee shall have no right to install, construct, alter or modifya 
improvement in Ta nner that interferes -- _____ 
with the use of Tahi rves alLights in and to 

--- 
- _.. 
Tahiti- Wa.y.that.do. mj&,_&ziuig 
without limitation. the right to use Tahiti Way for utility and other purposes, the right to re-name 
Tahiti WayQre right to have Tahiti Way used for public street purposes, the_jght to grant ----- 
easements and other rights with respect to TahitlWayto.other persons or entities and the right to -T:~~~~-~-~~ 
main!Gn, rcgm& repl~ace,~.alter.an_d_~~~d~~~~~~-W.~y~.~~d.~-~~~-~lZrgveme_rltS lo-c&d thercinz 
Lessee acknowledE%that from time to-time there may be temporary inconveniences associated 

~.-- 
__. .___ 
-with any maintenance. repair, replacementxr alteration work affecting Tahiti Wav and Lessee ___- - _ .--__--- 
agrees to cooperate with any such work. .-County shall perform any alteration or modificatjon .~ - -v--~ 
work. affectimg Tahiti Way--ii a ma.nner that affords Lessee with-alternative access to and from A. WC;_-.___ 
the Premises during such work. 

AL-.- 
--____- 
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IN WITNESS WHEREOF, County has, by order of its Board of Supervisors, 
caused this Lease to be subscribed by the Chaimran of said Board and attested by the Clerk 
thereof, and Lessee has executed the same the day and year first hereinabove written. 

APPROVED AS TO FORM: THE COUNTY OF LOS ANGELES 

LLOYD W. PELLMAN 
COUNTY COUNSEL 

By: 

By: 
Deputy 

. Chairman, Board of Supervisors 

MARINA PACIFIC ASSOCIATES, 
a California limited partnership 

MARINA GP, LLC, a Delaware limit& By: -___ 
liability company 

I&..- MPALP, L.P.? a California limited 
panership. its sole member 

I$+I~LCMR, Inc., a California 
corporation, 
its general partner 

By: 

By: 

Jerry B. Epstein, Trustee of the 
Epstein Family Trust under restated 
dechratj.~n..~f~~m~ dateIOctOober_ 1.5, 
2001. its general partner 

By: 
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SIGNATURES CONTINUED CQOJEXT PAGE 
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ATTEST: 

VIOLET VARONA-LUKENS, 
Executive Officer of the Board of 
Supervisors 

By: 
Deputy 

APPROVED AS TO FORM: 

MUNGER, TOLLES & OLSON LLP 

By: 
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EXHIBIT A 

LEGAL DESCRIPTION OF PREMISES 

[To be added] 

Subject to the public easement reserved by Lessor in Section 15.19 of this Lease. 
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EXHIBIT B 

NON-STRUCTURAL SPECIFICATIONS 
FOR NEW APARTMENTS 

[To be added ] 
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EXHIBIT C 

CURRENT STATE OF RENOVATION 
OF EXISTING APARTMENTS 

[To be added] 
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EXHIBIT D 

APARTMENT RENOVATION PLAN 

[To be added] 

[634&2@.9]6_?4120.14 D-I 
C:!Documenls and Settin_es’~heintzjaUI~ DocumenisWh34120 \ DOC - Cumulative Black-line of Parcels 1 I I -I 12 Restated Lease.doc 



[634W9]634 120.14 
C:Vhcuments and Settin_gsbintzja’Ny 

EXHIBIT E 

RENOVATlON PLAN FOR 
INTERIOR COMMON AREAS 

[To be added] 
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EXHIBlT F 

RENOVATION PLAN FOR 
BUILDING EXTERIOR 

[To be added] 
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RENOVATION PLAN FOR 
EXTERlOR COMhlON AREAS 

[To be added] 
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EXHIBIT H 

DOCK RENOVATION PLAN 

[To be added] 
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EXHIBIT I 

EXAMPLE OF IMPUTED 
RENT CALCULATION 

Number of Years Since Effective Date 6 
Required Number (50 renovated units per year) 300 
Number of Total Completed Units 260 
Net Shortfall 40 

Average monthly per unit rental rate then in effect 
for New Apartments 
Average monthly per unit rental rate then in 
effect for Existing Apartments 
Deemed Monthly Rent Premium 
Applicable Percentage (10.5%) 
Imputed Rent 

$2,500 

$1,300 

.105 

(Net Shortfall X Deemed Monthly Rent 
Premium X .105 X 12) 

$1,200 

$60,480 
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EXHIBIT J 

ASSIGNMENT STANDARDS 

These standards are to apply to Proposed Transfers of Lessee’s interest in this Lease and/or the 
Premises and to any Major Sublease. These standards and conditions are not to apply to (a) an 
assignment for the purpose of securing leasehold financing of the parcel by an encumbrance 
holder approved by County, (b) the transfer of the leasehold in connection with a foreclosure or 
transfer in lieu of foreclosure by an approved lender, or (c) the first transfer by that encumbrance 
holder if it has acquired the leasehold through a foreclosure or a transfer in lieu of foreclosure. 

1. The proposed transferee must have a net worth determined to be sufficient in 
relation to the financial obligations of the lessee under the Lease (equal to at least ten (10) times 
the total Annual Minimum Rent and Percentage Rent due to County for the most recent fiscal). 
A letter of credit, cash deposit, guarantee from a parent entity or participating individual(s) 
having sufficient net worth or similar security satisfactory to the County may be substituted for 
the net worth requirement. If the proposed transferee’s net worth is materially less than the 
transferor’s, County may disapprove the assignment or require additional security such as that 
described in the previous sentence. 

2. The proposed assignee must have significant experience in the construction (if 
contemplated), operation and management of the type(s) of Improvements existing on or to be 
constructed on the Premises, or provide evidence of contractual arrangements for these services 
with providers of such services satisfactory to the County. Changes in the providers of such 
services and changes to the contractual arrangements must be approved by the County. All 
approvals of the County will not be unreasonably withheld or delayed. 

3. The individual or individuals who will acquire Lessee’s interest in this Lease or 
the Premises, or own entity which will so acquire Lessee’s interest, irrespective of the tier at 
which individual ownership is held, must be of good character and reputation and, in any event, 
shall have neither a history of, nor a reputation for: (1) discriminatory employment practices 
which violate any federal, state or local law; or (2) non-compliance with environmental Iaws, or 
any other legal requirements or formally adopted ordinances or policies of the County. 

4. The price to be paid for the Proposed Transfer shall not result in a financing 
obligation of the proposed transferee which jeopardizes its ability to meet rental obligations to 
the County. Market debt service coverage ratios and leasehold financial performance, at the time 
of the Proposed Transfer, will be used by County in making this analysis. 

5. If the proposed transferee is an entity, rather than an individual, the structure of 
the proposed transferee must be such that (or the assignee must agree that) the County will have 
reasonable approval rights regarding any future direct or indirect transfers of interests in the 
entity or the applicable lease; provided however, that a transfer of ownership of a publicly held 
parent corporation of Lessee that is not done primarily as a transfer of this leasehold will not be 
subject to County approval. 

6. The terms of the proposed assignment will not detrimentally affect the efficient 
operation or management of the leasehold, the Premises or any Improvements thereon. 
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7. The proposed transferee does not have interests which, when aggregated with all 
other interests granted by County to such transferee, would violate any policy formally adopted 
by County restricting the economic concentration of interests granted in the Marina de1 Rey area, 
which is uniformly applicable to all Marina de1 Rey lessees. 

8. The transfer otherwise complies with the terms of all ordinances, policies and/or 
other statements of objectives which are formally adopted by County and/or the County 
Department of Beaches and Harbors and which arc uniformly applicable to persons or entities 
with rights of occupancy in any portion of Marina de1 Rey. 
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EXHIBIT K 

DESCRIPTION OF PROMENADE 
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EXHIBIT L 

CONDITIONS TO COASTAL DEVELOPMENT PERMIT 
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EXHIBIT M 

WATER QUALITY MANAGEMENT PROGRAM 
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07-22-031332-101265lSCN 

RECORDING REQUESTED BY 
AND WHEN RECORDED MAIL TO: 

EXHIBIT 6 

Sheppard, Mullin, Richter & Hampton LLP 

650 Town Center Drive, Fourth Floor 
Costa Mesa, California 92626-l 925 
Attention: Steven C. Neck, Esquire 

(SPACE ABOVE LINE FOR RECORDER’S USE ONLY) 

AGREEMENT REGARDING ENCUMBRANCE OF LEASEHOLD ESTATE 

THIS AGREEMENT REGARDING ENCUMBRANCE OF LEASEHOLD 
ESTATE (this “Agreement”), dated as of July _, 2003, is made by and among the COUNTY 
OF LOS ANGELES (“County”), MARINA PACIFIC ASSOCIATES, a California limited 
partnership (“Lessee”), LASALLE BANK NATIONAL ASSOCIATION, as Trustee for Asset 
Securitization Corporation Commercial Mortgage Pass-Through Certificates, Series 1997-D4 
(“LaSalle”), and GENERAL ELECTRIC CAPITAL CORPORATION, a Delaware corporation 
(“GECC”). LaSalle and GECC are sometimes herein individually referred to as “Lender” or 
collectively as the “Lenders”. 

This Agreement is made with reference to the following facts: 

A. County is the current holder of the lessor’s interest and Lessee is the 
current holder of the lessee’s interest under that certain ground lease described in Exhibit “A” 
attached hereto (the “Lease”). The Lease covers the real property (the “Property”) described in 
Exhibit “B” attached hereto and made a part hereof. 

B. LaSalle is the current holder of a loan in the original principal amount of 
$5 1 ,OOO,OOO (the “LaSalle Loan”), originally made by Nomura Asset Capital Corporation to 
Lessee, pursuant to that certain Loan Agreement dated as of September 25, 1996, as modified by 
that certain unrecorded Amendment, Confirmation and Acknowledgment Agreement of 
substantially even date herewith (collectively, the “LaSalle Loan Aweement”) between Nomura 
Asset Capital Corporation, as lender, and Lessee, as borrower. The LaSalle Loan is secured by 
Lessee’s leasehold interest under the Lease pursuant to that certain Leasehold Deed of Trust, 
Assignment of Rents, Security Agreement and Fixture Filing dated as of September 25, 1996, 
and recorded on September 27, 1996 as Instrument No. 96-1594878 in the Official Records of 
Los Angeles County, California (the “Official Records”), as modified by that certain First 
Amendment to Leasehold Deed of Trust, Assignment of Rents, Security Agreement and Fixture 
Filing recorded substantially concurrently herewith (collectively, the “LaSalle Deed of Trust”). 
The LaSalle Loan Agreement, the LaSalle Deed of Trust, and all other documents evidencing or 
securing the LaSalle Loan, together with all present and future amendments, modifications, 
restatements, substitutions and extensions thereto and thereof, are referred to herein as the 
“LaSalle Loan Documents”. 

W02-OC:NA8\41321492.5 -l- 



C. GECC is making a loan to Lessee substantially concurrently herewith in 
the.original principal amount of $38,000,000 (the “GECC Loan”), pursuant to that certain Loan 
Agreement dated as of July _, 2003 (the “GECC Loan Agreement”) between GECC, as 
lender, and Lessee, as borrower. The GECC Loan is secured by (i) Lessee’s leasehold interest 
under the Lease pursuant to that certain Construction Deed of Trust, Security Agreement and 
Fixture Filing dated as of July _, “) and that certain 
Assignment of Rents and Leases dated as of July _, 2003 (the “GECC Assignment”), each to 
be recorded in the Official Records substantially concurrently with this Agreement, and (ii) 
100% of the membership interests in Lessee (the “Ownership Interests”) pursuant to that 
certain Pledge and Security Agreement dated as of July __, 2003 (the “GECC Pledge 
Apreement”). The GECC Loan Agreement, the GECC Deed of Trust, the GECC Assignment, 
the GECC Pledge Agreement and all other documents evidencing or securing the GECC Loan, 
together with all present and future amendments, modifications, restatements, substitutions and 
extensions thereto and thereof, are referred to herein as the “GECC Loan Documents”. The 
LaSalle Loan and the GECC Loan are collectively referred to as the “Loans”. 

D. GECC and LaSalle are entering into an Intercreditor Agreement dated as 
of 2003, which, among other things, (i) confirms that the GECC Loan Documents 
are junior in piority to the LaSalle Loan Documents, and (ii) sets forth certain agreements 
between GECC and LaSalle relating to the GECC Loan and the LaSalle Loan and the 
enforcement of remedies with respect thereto (such Intercreditor Agreement, together with all 
present and future amendments, modifications, restatements, substitutions and extensions thereto 
and thereof, is referred to herein as the “Intercreditor Agreement”) 

E. This Agreement is a condition to GECC’s making the GECC Loan and a 
condition to LaSalle’s consenting to the GECC Loan and modifying the LaSalle Loan 
Documents, all on the terms and conditions set forth herein. 

F. All capitalized terms used, but not defined, in this Agreement shall have 
the same definitions that are given to such terms in the Lease. 

NOW, THEREFORE, in consideration of the covenants contained herein and 
other good and valuable consideration, the receipt and sufficiency of which are hereby 
acknowledged, the parties hereto agree as follows: 

1. Consent to Encumbrance of Leasehold Estate and Ownership Interests. 
County hereby consents to (a) the encumbrance of the leasehold estate and all other present and 
future rights of Lessee in, to and under the Lease and the Property, including all present and 
future subleases thereunder, in favor of(i) LaSalle pursuant to the LaSalle Loan Documents 
(including the LaSalle Deed of Trust) and (ii) GECC pursuant to the GECC Loan Documents 
(including the GECC Deed of Trust), (b) the encumbrance of the Ownership Interests and all 
rights and privileges appurtenant thereto in favor of GECC pursuant to the GECC Loan 
Documents (including the GECC Pledge Agreement), and (c) the Intercreditor Agreement. 

2. Estoppel. County and Lessee, each for itself only (a “representing party”), 
hereby certify to Lenders that: (a) Exhibit “A” attached hereto accurately identifies the Lease and 
any and all supplements and amendments thereto, and a true and complete copy thereof has been 
delivered to Lenders; (b) the Lease is genuine, valid and enforceable in accordance with its 
terms, is in full force and effect as of the date hereof, and has not been supplemented, modified 
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or amended (except as may be identified in Exhibit “A”); (c) the representing party has neither 
given nor received notice of the occurrence of a default under the Lease that has not been cured 
or waived, and to the best knowledge of the representing party, there are no defaults, breaches, 
defenses, claims or offsets thereunder or to the enforcement thereof; (d) rent owing under the 
Lease which is due as of the date of the execution hereof has been paid in full (subject to any 
County audit rights under the Lease); (e) the term of the Lease expires on March 3 1,2062, and 
there are no options to extend the term; (f) there are no agreements between County and Lessee 
affecting the Property other than the Lease; (g) all buildings and other improvements required to 
have been constructed under the Lease prior to the date hereof have been fully completed in 
accordance with the terms thereof (other than Lessee’s obligation to construct “Redevelopment 
Work” and “Apartment Renovation Work”, as such quoted terms are defined in the Lease) and 
Lessee’s obligations under Sections 5.2.4 and 5.25; (h) County currently holds Lessee’s security 
deposit in the amount of [$ J; and (i) County is the current owner of the fee interest 
in the Property, and County’s fee interest in the Property is not currently subject to any deed of 
trust, mortgage, or other similar monetary lien (other than for real property taxes and 
assessments); 

3. Assigm-nent to Lenders of all Sums Owing to Lessee Under Lease. Lessee has 
assigned to Lenders (subject to the terms of the Intercreditor Agreement as between the 
Lenders), as security for the Loan, Lessee’s right to receive all sums (including any return of any 
security deposit or other reimbursable deposits made by Lessee or any insurance or 
condemnation payments) now or hereafter owing to Lessee under or with respect to the Lease or 
Lessee’s leasehold rights thereunder. Lessee hereby irrevocably authorizes and directs County to 
pay all such sums directly to Lenders (subject to the terms of the Intercreditor Agreement as 
between the Lenders). 

4. Mortgagee Ri,&ts Under Lease. County agrees that (i) LaSalle is an 
“Encumbrance Holder” as defined in Section 12.1.1 of the Lease with respect to Lessee’s entire 
leasehold interest under the Lease, and is an “Institutional Lender” as defined in Section 12.3.1 
of the Lease, and is entitled to all of the rights and privileges provided to Encumbrance Holders 
and Institutional Lenders in Article 12 and any other applicable provisions of the Lease, and (ii) 
GECC is an “Encumbrance Holder” as defined in Section 12.1.1 of the Lease with respect to 
Lessee’s entire leasehold interest under the Lease, and is an “Equity Encumbrance Holder” as 
defined in Section 12.1 .l of the Lease with respect to all of the Ownership Interests in Lessee, 
and is an “Institutional Lender” as defined in Section 12.3.1 of the Lease, and is entitled to all of 
the rights and privileges provided to Encumbrance Holders, Equity Encumbrance Holders and 
Institutional Lenders in Article 12 and any other applicable provisions of the Lease. 

5. No Subordination of Leasehold Interest. Unless each Lender otherwise 
consents in writing in its sole discretion, Lessee’s leasehold interest shall not be subordinate to 
any mortgage or deed of trust hereafter imposed on the fee interest in the Property; and all 
potential future mortgagees encumbering the fee interest or other lienholders are hereby put on 
notice that any such fee mortgage or other lien shall be subject and subordinate to the Lease, as 
modified by this Agreement, and to the rights of each Lender hereunder and under the documents 
referenced herein. 

6. Waiver re Bankruptcy Right of Termination. The parties hereto acknowledge 
that it has been a material consideration to the Lenders that the Lease not terminate unless and 
until such a termination is permitted by the express terms of the Lease and this Agreement. 
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Unless each Lender otherwise consents in writing in its sole discretion, Lessee hereby waives, 
and agrees not to assert or otherwise take the benefit of, any right it may otherwise have to cause 
a termination of this Lease by rejection or for any other reason under the United States 
Bankruptcy Code (11 U.S.C. 0 101 et. seq.) or other applicable bankruptcy law. In the event 
that, notwithstanding such waiver, this Lease is terminated by rejection, then the provisions of 
Section 7 below shall apply. In the event this Lease is rejected in a bankruptcy of County, the 
Lenders’ liens and rights under their respective Loan Documents and this Agreement shall 
continue with respect to any and all continuing rights of Lessee in or to the Property under 
United States Bankruptcy Code Section 365(h), any successor provision thereto, or any similar 
or other provision of the United States Bankruptcy Code or any other statute or law or otherwise. 

7. New Lease. The following provisions in this Section 7 supersede and replace 
(as between the parties to this Agreement only) the provisions of Section lZ.7 of the Lease. 

(a) The provisions of this Section 7 shall become applicable in the event 
that the Lease is terminated by reasons of bankruptcy, assignment for the benefit of 
creditors, insolvency or any similar proceedings, operation of law, an Excluded Default 
or other event beyond the reasonable ability of an Encumbrance Holder to cure or 
remedy, or if the Lease otherwise terminates for any reason (herein referred to as a 
“Lease Termination”). County shall notify GECC and LaSalle in writing in accordance 
with Section 9 below within thirty (30) days following the occurrence of any Lease 
Termination (the “Termination Notice”). 

(b) If a Lease Termination with respect to the Lease occurs at any time 
that the GECC Loan is outstanding (whether or not the LaSalle Loan is then outstanding), 
the Lease shall automatically be reinstated as a new lease (the “New Lease”), effective as 
of the date of termination of the Lease, directly between the County and GECC (or any 
affiliate designated by GECC by written notice to County given within sixty (60) days 
after GECC receives the Termination Notice), for the then remaining Term of the Lease 
on the same terms and conditions as shall then be contained in the Lease and this 
Agreement; provided that, within sixty (60) days after GECC receipt of the Termination 
Notice, GECC cures all then existing monetary defaults under the Lease and commences 
to cure any then existing non-monetary Events of Default and thereafter diligently 
pursues such cure until completed. In no event, however, shall GECC (or its designated 
affiliate) be obligated to cure any Excluded Defaults. In such event, GECC (or its 
designated affiliate) and the County shall each promptly execute any further documents 
reasonably requested by the other to confirm such New Lease (although no such 
confirmation or new documents shall be necessary for the effectiveness of the New 
Lease). From and after the effective date of the New Lease, GECC (or its designated 
affiliate) (i) shall have the same rights with respect to a single subsequent transfer that are 
provided in subsection 12.2.3 of the Lease (with any subsequent transfer or assignment of 
the New Lease continuing to be subject to all of the requirements of Article 11 of the 
New Lease), and (ii) shall enjoy all of the other rights and protections that are provided to 
a Foreclosure Transferee in Article 12 or any other applicable provision of the Lease. At 
any time that the LaSalle Loan remains outstanding, as between County and LaSalle all 
of the provisions of this Agreement shall continue to apply to the New Lease (and for 
such purpose, all references herein to the Lease shall be deemed to refer to the New 
Lease), except to the extent of any change of facts or circumstances. It is the parties’ 
intent and agreement that the New Lease provided for in this Section 7 shall 
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automatically arise and become binding upon the parties hereto upon a Lease 
Termination on the terms provided herein without the necessity of any further act or 
election on the part of any party, and shall not be deemed an executory obligation of any 
party for purposes of bankruptcy or otherwise. 

(c) If GECC ( or its designated affiliate) becomes the lessee under a New 
Lease as provided in subsection 7(b) above, at a time that the LaSalle Loan is 
outstanding, then GECC (or its designated affiliate) shall automatically be deemed (i) to 
have assumed the obligations of Lessee under the LaSalle Loan Documents, as then 
amended to the extent permitted under the terms of the Intercreditor Agreement (but in 
any event such assumption shall be on a non-recourse basis as currently provided in the 
LaSalle Loan Documents and shall exclude any and all third party guarantees and 
indemnities now or hereafter existing), and (ii) to have encumbered GECC’s (or its 
designated affiliate’s) leasehold interest in the New Lease as security for the LaSalle Loan 
pursuant to the terms of the LaSalle Loan Documents. In such event, GECC (or its 
designated affiliate) and LaSalle shall each promptly execute any further documents 
reasonably requested by the other to confirm such assumption of the LaSalle Loan and 
encumbrance of the New Lease (although no such confirmation or new documents shall 
be necessary for the effectiveness of such assumption and encumbrance). Further, 
LaSalle shall be deemed to be an Encumbrance Holder of the New Lease, and shall be 
afforded the same rights and shall have the same obligations with respect to the New 
Lease that are applicable to GECC with respect to the Lease under subsection 7(b) above. 

(d) If a Lease Termination with respect to the Lease occurs at any time 
that the LaSalle Loan is outstanding and the GECC Loan is no longer outstanding, or if 
GECC does not comply with the requirements of Subsection 7(b) above in a timely 
manner, then LaSalle shall be afforded the same rights and shall have the same 
obligations with respect to the Lease that are applicable to GECC under subsection 7(b) 
above. 

(e) The New Lease arising pursuant to this Section 7 shall be prior to any 
mortgage, deed of trust or other lien, charge or encumbrance on County’s fee interest in 
the Property, and any holder of any such future mortgage, deed of trust or other lien, 
charge or encumbrance on the fee interest in the Property is hereby given notice of the 
provisions hereof. The foregoing sentence does not apply, however, to easements or 
other non-monetary encumbrances granted by the County on its fee interest (i) to which 
the Lease was subject and which were permitted under the terms of the Lease, (ii) which 
do not interfere in any material respect with Lessee’s use of the Property in accordance 
with the terms of the Lease, or (iii) which are approved by the Lenders. 

(0 Further, in the event that a Reversion occurs (as described in 
Section 12.12 of the Lease), the Reversion shall be subject to the provisions of this 
Section 7 (and in such event the Reversion shall be deemed a “termination” of the Lease 
solely for purposes of this Section 7 and the “New Lease” to be entered into pursuant to 
this Section 7 shall mean a New Lease on the same terms as the Lease, not the Existing 
Lease). 

8. No Other Encumbrance Holders Without Lenders’ Consent. So long as either 
the GECC Loan or the LaSalle Loan are outstanding, Lessee shall not create any Encumbrance 
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(other than the Encumbrances in favor of GECC and LaSalle as described herein), without the 
prior written approval of both Lenders in their sole discretion. If an Encumbrance Holder 
acquires any Encumbrance without both Lenders’ approval as required above (other than the 
Encumbrances in favor of GECC and LaSalle as described herein), such Encumbrance Holder 
shall not have any rights whatsoever under this Agreement or as an Encumbrance Holder under 
the Lease (including under Section 7 of this Agreement and Section 12.7 of the Lease). 

9. Notice Procedure. Any notices required herein shall be given in accordance 
with the notice provisions set forth in Section 15.10 of the Lease, to the following applicable 
address: 

If to County: 

With a copy to: 

If to Lessee: 

With a copy to: 

and to: 
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Director 
Department of Beaches and Harbors 
Los Angeles County 
13837 Fiji Way 
Marina de1 Ray, California 90292 
Phone: 3 1 O/305-9522 
Fax: 310/821-6345 

Office of County Counsel 
Los Angeles County 
500 West Temple Street 
Los Angeles, California 90012 
Attn: County Counsel 
Phone: 2 13-974-l 801 
Fax: 213-617-7182 

Marina Pacific Associates 
c/o Mr. Jerry B. Epstein 
4201 Via Marina 
Marina de1 Rey, California 90292 
Phone: 3 1 O/823-5384 
Fax: 310/301-1710 

CMR, Inc. 
c/o Ring Financial 
501 Santa Monica Boulevard 
Suite 605 
Santa Monica, California 90401 
Phone: 3 1 O/458-0457 
Fax: 310/458-9241 

Cox, Castle & Nicholson LLP 
2049 Century Park East 
28th Floor 
Los Angeles, California 90067 
Attention: h-a J. Waldman, Esq. 
Phone: 3 1 O/277-4222 
Fax : 3 1 O/277-7889 
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If to GECC: 

If to LaSalle: 

General Electric Capital Corporation 
601 South Figueroa, Suite 3690 
Los Angeles, California 90017 
Attention: Asset Manager (Marina Harbor- 
Loan No. 69-007 1029) 
Phone: 
Fax: 

With a copy to: Sheppard, Mullin, Richter & Hampton LLP 

650 Town Center Drive, 4th floor 
Costa Mesa, California 92626-l 925 
Attention: Steven W. Cardoza, Esq. 
Phone: 714-513-5100 
Fax: 714-513-5130 

LaSalle National Association, as Trustee for Asset 
Securitization Corporation Commercial Mortgage 
Pass-Through Certificates, Series 1997-D4 
c/o CapMark Services, L.P. 
245 Peachtree Center Avenue, N.E. 
Suite 1800 
Atlanta, Georgia 30303 
Attention: Servicing 1997-D4 
Phone: 
Fax: 404-654-2726 

With a copy to: CapMark Services, L.P. 
245 Peachtree Center Avenue, N.E. 
Suite 1800 
Atlanta, Georgia 30303 
Attention: General Counsel 
Phone: 
Fax: 404-654-2615 

or to such other address as hereafter may be designated by any party hereto in a written notice to 
all other parties hereto in the manner provided in this Section. 

10. Execution of Same Agreement With Subsequent Lender. In the event that a 
lender (which may be, but need not be, one of the Lenders hereunder) agrees to (a) provide 
Lessee with a loan to repay the GECC Loan or the LaSalle Loan, or (b) finance all or part of the 
purchase of Lessee’s interest in the Lease (whether such leasehold interest is being sold by 
Lessee or is sold by a Lender or its nominee following a foreclosure under its Encumbrance), and 
further provided that all necessary approvals and consents to such loan have been obtained 
(including the approval of County under 12.1.2 of the Lease and the approval of the Lenders as 
required under their respective loan documents), then, if requested by such subsequent lender, 
the parties hereto agree to cooperate with each other in a commercially reasonable manner to 
enter into an agreement with such subsequent lender substantially similar to this Agreement, 
taking into account differences in deal structure or other changed facts or circumstances. 
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11. Estoppel Statements. Each Lender shall have the right to directly request 
from County and/or Lessee from time to time estoppel certificates pursuant to Section 15.17 of 
the Lease. 

12. Miscellaneous. The parties hereto acknowledge that this Agreement is a 
material inducement to each Lender to make and/or modify the loans to Lessee that are described 
herein, and that Lenders would not be willing to make and/or modify such loans to Lessee in the 
absence hereof. This Agreement shall inure to the benefit of and be binding upon the successors 
and assigns of County, Lessee, and each Lender, including all successor lessors and lessees 
under the Lease, all successor holders of the GECC Loan and the LaSalle Loan and any affiliate 
of any Lender designated to take title to the leasehold estate under the Lease or the Ownership 
Interests in Lessee pursuant to a foreclosure, deed in lieu of foreclosure or other exercise of 
remedies under the GECC Loan Documents or the LaSalle Loan Documents. All rights of each 
Lender hereunder may be assigned by such Lender and shall inure to the benefit of such Lender’s 
successors and assigns (and, in such event, the assigning Lender or its assignee shall give notice 
of such assignment to the other parties hereto within a reasonable period of time). This 
Agreement may not be supplemented, modified, amended or terminated without the prior written 
consent of all parties hereto. Ln the event of a conflict between the Lease and this Agreement, 
the provisions of this Agreement shall control. As used herein, “including” means “including, 
but not limited to,” and “incIude(sj” means “include(s), without limitation.” Notice of 
acceptance hereof by any party hereto is hereby waived. This Agreement may be executed and 
recorded in counterparts. This Agreement shall be governed by the laws of the State of 
California. 

13. Representation on Authoritv of Parties/Signatories. Each party to this 
Agreement (the “representing party”) represents and warrants to each other party to this 
Agreement that the execution and delivery of this Agreement and the performance of the 
representing party’s obligations under this Agreement have been duly authorized and that this 
Agreement is a valid and legal agreement binding on the representing party and enforceable in 
accordance with its terms. 

14. Continued Effectiveness. Each Lender’s rights under this Agreement, and 
County’s obligations and duties to each such Lender under this Agreement, shall continue in 
effect only until such Lender’s Loan is paid and discharged in full (and provided that no 
foreclosure or deed-in-lieu of foreclosure shall have occurred with respect to such Loan). 

15. Lender’s Consent. Each Lender consents to the amendment and 
restatement of the Existing Lease in accordance with the terms of the Lease. 

16. Conflict. The Lease shall be determinative of the rights and obligations of 
and between County and Lessee (and any sublessee or successor to Lessee, other than Lenders as 
provided in the next sentence). The Lease and this Agreement shall be determinative of the 
rights and obligations of County, as lessor under the Lease, and Lenders, with respect to the 
LaSalle Loan and the GECC Loan (including in their capacities as successors to Lessee under the 
Lease). Notwithstanding any contrary provision of the LaSalle Loan Documents or the GECC 
Loan Documents, in consenting to the LaSalle Loan and the GECC Loan, County does not 
change, modify, waive or subordinate any of its rights under the Lease in favor of Lenders, 
except as expressly set forth in the Lease or this Agreement 
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of 
the date first set forth above. 

“County”: 

APPROVED AS TO FORM: THE COUNTY OF LOS ANGELES 

LLOYD W. PELLMAN 
COUNTY COUNSEL 

By: 
Deputy 

By: 
Chairman, Board of Supervisors 

ATTEST: 

VIOLET VARONA-LUKENS, 
Executive Officer of the Board of 
Supervisors 

By: 
Deputy 

APPROVED AS TO FORM: 

MUNGER, TOLLES & OLSON LLP 

By: 
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“Lessee”: 

MARINA PACIFIC ASSOCIATES, 
a California limited partnership 

By: CMR, Inc, a California corporation, 
its general partner 

By: 
Joseph A. Marasco, President 

By: Epstein Family Trust under Restated 
Declaration of Trust executed 
October 15,2001, its general partner 

By: 
Jerry B. Epstein, Trustee 

By: 
Pat Epstein, Trustee 
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“LaSalle”: 

LASALLE BANK NATIONAL ASSOCIATION, 
as Trustee for Asset Securitization Corporation 
Commercial Mortgage Pass-Through Certificates, 
Series 1997-D4 

By: CapMark Services, L.P., 
its authorized agent 

By: Pearl Mortgage, Inc., 
its general partner 

By: 
Name: 
Title: Servicing Officer 
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“GECC”: 

GENERAL ELECTRIC CAPITAL CORPORATION, 
a Delaware corporation 

By: 

[Printed Name and Title] 
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EXHIBIT “A” 

DESCRIPTION OF LEASE 

That certain Amended and Restated Lease dated executed by the County of Los 
Angeles, as Lessor, and by Marina Pacific Associates, a limited partnership, as Lessee, covering 
County Parcel 111 T and County Parcel 112T, with a term that commenced on April 1,1963 and 
that will expire on March 31, 2062, created by that upon and subject to the terms, covenants, 
conditions and provisions therein provided and as provided in that certain Memorandum of said 
lease recorded ,2003 as Instrument No. 03- of Official Records (the 
“Amended and Restated Lease”). The Amended and Restated Lease consolidates, amends and 
restates in their entirety the following two prior leases: 

(9 Lease dated June 10, 1969 executed by the County of Los Angeles, as Lessor, and by 
Marina Point, Ltd., a limited partnership, as Lessee, upon and subject to the terms, covenants, 
conditions and provisions therein provided, recorded July 28, 1969 as Instrument No. 33 16, of 
Official Records; as amended by various documents recorded August 27, 1969 as Instrument No. 
2007, January 10,197s as Instrument No. 3286, January lo,1975 as Instrument No. 3287, 
March 19, 1979 as Instrument No. 79-300166, March 23, 1981 as Instrument No. 81-292646 and 
May 11, 1989 as Instrument No. 89-757618, all of Official Records; and under which, by mesne 
assignments of record, the Lessee’s interest was assigned to Marina Pacific Associates by a 
document recorded January 30, 1978 as Instrument No. 78-l 11986, of Official Records (the 
foregoing lease affected County Parcel 111 T only); and 

(ii) Lease dated June 10, 1969 executed by the County of Los Angeles as Lessor and by 
Marina Point Ltd., a limited partnership, as Lessee, upon and subject to the terms, covenants, 
conditions and provisions therein provided, recorded July 28, 1969 as Instrument No. 33 17, of 
Official Records; as amended by various documents recorded August 27, 1969 as Instrument No. 
2007, January 10, 1975 as Instrument No. 3288, January 10, 1975 as Instrument No. 3289, 
March 19, 1979 as Instrument No. 79-300168 and May 11, 1989 as Instrument No. 89-757631, 
all of Official Records; and under which, by mesne assignments of record, the lessee’s interest 
was assigned to Marina Pacific Associates by a document recorded January 30, 1978 as 
Instrument No. 78-111987, of Official Records (the foregoing lease affected County Parcel 112T 
only). 
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EXHIBIT “B” 

LEGAL DESCRIPTION OF PROPERTY 

That certain real property located in the City and County of Los Angeles, State of 
California, more particularly described as follows: 

[See Attached Legal Description J 
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ACKNOWLEDGMENTS 

STATE OF 1 
1 ss: 

COUNTY OF 1 

On ,2003, before me, , 
Notary Public, personally appeared , 
fl personally known to me or 0 proved to me on the basis of satisfactory evidence to be the 
person whose name is subscribed to the within instrument and acknowledged to me that he/she 
executed the same in his/her authorized capacity, and that by his/her signature(s) on the 
instrument the person, or the entity upon behalf of which the person acted, executed the 
instrument. 

WITNESS my hand and official seal. 

Signature 

STATE OF > 

COUNTY OF 

On ,2003, before me, , 

Notary Public, personally appeared , 

0 personally known to me or 0 proved to me on the basis of satisfactory evidence to be the 
person whose name is subscribed to the within instrument and acknowledged to me that he/she 
executed the same in his/her authorized capacity, and that by his/her signature(s) on the 
instrument the person, or the entity upon behalf of which the person acted, executed the 
instrument. 

WITNESS my hand and official seal. 

Signature 
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ACKNOWLEDGMENTS 

STATE OF 1 
> ss: 

COUNTY OF ) 

On ,2003, before me, , 

Notary Public, personally appeared , 

0 personally known to me or q proved to me on the basis of satisfactory evidence to be the 
person whose name is subscribed to the within instrument and acknowledged to me that he/she 
executed the same in his/her authorized capacity, and that by his/her signature(s) on the 
instrument the person, or the entity upon behalf of which the person acted, executed the 
instrument. 

WITNESS my hand and official seal. 

Signature 

STATE OF > 
) ss: 

COUNTY OF 1 

On , 2003, before me, , 

Notary Public, personally appeared 3 

0 personally known to me or q proved to me on the basis of satisfactory evidence to be the 
person whose name is subscribed to the within instrument and acknowledged to me that he/she 
executed the same in his/her authorized capacity, and that by his/her signature(s) on the 
instrument the person, or the entity upon behalf of which the person acted, executed the 
instrument. 

WITNESS my hand and official seal. 

Signature 
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ACKNOWLEDGMENTS 

STATE OF 1 
> ss: 

COUNTY OF > 

On , 2003, before me, , 
Notary Public, personally appeared , 
c] personally known to me or 0 proved to me on the basis of satisfactory evidence to be the 
person whose name is subscribed to the within instrument and acknowledged to me that he/she 
executed the same in his/her authorized capacity, and that by his/her signature(s) on the 
instrument the person, or the entity upon behalf of which the person acted, executed the 
instrument. 

WITNESS my hand and official seal 

Signature 

STATE OF > 
) ss: 

COUNTY OF 1 

On ,2003, before me, , 

Notary Public, personally appeared , 

0 personally known to me or c] proved to me on the basis of satisfactory evidence to be the 
person whose name is subscribed to the within instrument and acknowledged to me that he/she 
executed the same in his/her authorized capacity, and that by his/her signature(s) on the 
instrument the person, or the entity upon behalf of which the person acted, executed the 
instrument. 

WITNESS my hand and official seal. 

Signature 
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ACKNOWLEDGMENTS 

STATE OF 1 
> ss: 

COUNTY OF > 

On ,2003, before me, , 

Notary Public, personally appeared , 

0 personally known to me or 0 proved to me on the basis of satisfactory evidence to be the 
person whose name is subscribed to the within instrument and acknowledged to me that he/she 
executed the same in his/her authorized capacity, and that by his/her signature(s) on the 
instrument the person, or the entity upon behalf of which the person acted, executed the 
instrument. 

WITNESS my hand and official seal. 

Signature 

STATE OF > 
1 ss: 

COUNTY OF > 

On , 2003, before me, 7 

Notary Public, personally appeared , 

0 personally known to me or 0 proved to me on the basis of satisfactory evidence to be the 
person whose name is subscribed to the within instrument and acknowledged to me that he/she 
executed the same in his/her authorized capacity, and that by his/her signature(s) on the 
instrument the person, or the entity upon behalf of which the person acted, executed the 
instrument. 

WITNESS my hand and official seal. 

Signature 
- 
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